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MAKING URBAN RENEWAL WORK 
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* Pennsylvania 


Our Slag 
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* New Jersey 


* Delaware 


* Maryland 

* Virginia 

* West Virginia Licensed to insure real estate titles in 11 states, 
* Florida this Company offers also a nation-wide service in 
* Massachusetts co-insurance and re-insurance. Ours is a far-flung 
* Connecticut but friendly, personal service backed by great finan- 
* Ohio cial strength to assure title protection to the owner 
* Nebraska and investor. 


Title Insurance Since 1876 . . . Assets In Excess Of $9,500,000 
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WILLIAM M. WEST JOHN B. WALTZ LAWRENCE R. ZERFING 
Chairman of the Board President Executive Vice President 


Main Office: 1510 Walnut Street, Philadelphia 2 . . . Telephone: WAlnut 3-0400 
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YOU NAME IT... 
PHILADELPHIA MAKES IT! 


That's why more lending is most logical in The Workshop of The World 
° 

Through good years and bad, business leaders—primarily 

PMBA clients—have found Metropolitan Philadelphia a 

quality mortgage market, investing over $8-billion since 

1952... with $10-billion more scheduled by 1962. 

For this Workshop of The World is active in 91.3% of all 
classified industries, with a labor force 92.2% currently 
employed. Likewise, area residents have 15% more purchasing 
power than the average American family. 

Investors know a booming market when they see it. Witness 
the city’s billion-dollar program for redevelopment, high- 
ways, sewerage and water systems . . . local manufacturers’ 
$400-million capital expenditure yearly . . . the $200-million 
spent annually by utilities for future industrial expansion . . . 
the steady rise in real estate values since World War II, thus 
enriching any lender’s security. 

No wonder Metropolitan Philadelphia is a mecca of new 
industry, where many lucrative investment opportunities are 
yours for the asking. Contact us for details now. 


More Lending is Most Logieal in Philadelphia 
PHILADELPHIA MORTGAGE BANKERS ASSOCIATION 


914 PHILADELPHIA NATIONAL BANK BUILDING « PHILADELPHIA 7, PA. 
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xtra profits 


The most important payment protection 
you can offer your mortgage 
borrowers today 






























Insures your mortgagors ... when 
disabled by accident or sickness their 
payments will still be made 


An outstanding promotional service 
that attracts many new customers 


Easy to install and operate .. . 
there’s no paperwork burden 


There’s no cost to you 


Installed without conflict or 
objection by your investors 


Blends into your existing 
insurance operation 


Backed and serviced by “America’s 
Number 1 Accident & Sickness 
Insurance Company”® 


Let us show you how you can make the 
Mortgage Payment Protection Plan work 
to your advantage. Send today for your 
free copy of our informative ‘‘Mortgage 
Payment Protection Plan’’ booklet and an 
accurate estimate of the profits that can 
accrue to your institution. 





310 South Michigan — 


A MEMBER OF THE 

















| Proved By Actual 


lV, 1 f A I A C Service in Hundreds 


of Institutions 


Consider this plan not only for your own ends but also as your 
public does—a service of your institution, intended for their benefit. 


See For Yourself How Easily This Plan Works. 


This simple procedure is in operation today in hundreds of institutions across the nation. 


1 eg Enrollment of Existing Mortgagors 
| Continental supplies all the materials necessary for a 
low pressure but highly effective mail solicitation 
program. A service representative of the company helps 
your insurance agent anepere the mailing program 
and issue insurance certificates to those mortgagors 
who request this protection. With his insurance 
certificate your client receives a letter 
4 telling him the new amount of his mortgage payment. 








9 New Business St Connmantas CASUALTY COMPANY 
When your clerk prepares the loan papers she fills in fT , 
this simple snap out certificate. Your mortgagor gets 
his insurance certificate on the spot along wi 
his copy of the mortgage note. 








3 -.-—---_ »» —. Monthly Reports 
— wer -- Once each month all new insured mortgages are 
= ; listed on this simple reporting form and 
ae =|. ; sent by your insurance agent with a check for 
-- . One year’s premium to the company. 


4 Claim Payments 


All claim reports are submitted by your insurance agent 
to Continental where they are quickly and efficiently 
handled. An optional service in great demand toda 

is the Continental “Get Well Card” which is mailed to : 
your disabled mortgagor . . . It carries your BTL ve $5 
wish for a ry recovery while reminding him not i NS re 
to worry about his mortgage as his payments are ~ .o 
being made for him by the Mortgage Payment 
Protection Plan. 




















Please send me a free copy of your 
** Mortgage Payment Protection Plan’ 
booklet. 


Contact your insurance agent or nearest 
Continental Branch Office or for your 
convenience use this coupon 
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an Avenue + Chicago 4, Illinois 











City. State. 


CONTINENTAL-NATIONAL GROUP CREDIT INSURANCE DIVISION, CONTINENTAL CASUALTY CO. 
310-S. Michigan Avenue, Chicago 4, Illinois 
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and Financial Responsibility, too! 


Investor and home owner alike 
have the satisfaction of knowing 
that there is no better safeguard 
for a mortgage than title insur- 
ance issued by American Title. 


LICENSED TO WRITE TITLE INSURANCE IN 34 STATES, 
THE DISTRICT OF COLUMBIA, PUERTO RICO AND THE VIRGIN ISLANDS. f 


23 Yeans of Experience 
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MBA CALENDAR FOR 1960 


January 19-21, Senior Executives Con- 
ference, New York University, New York 


January 24-26, Southwestern Senior Ex- 
ecutives Conference, Southern Methodist 
University, Dallas 


February 29-March 1, Midwestern 
Mortgage Conference, Conrad Hilton Ho- 
tel, Chicago 


April 4-5, Southern Mortgage Confer- 
ence, Robert Meyer Hotel, Jacksonville, 
Florida 

April 21-23, Western Mortgage Confer- 
ence, Paradise and Jokake Inns, Phoenix 


May 2-3, Eastern Mortgage Conference, 
Hotel Commodore, New York 

May 19-20, Mortgage Servicing Clinic, 
Hotel Leamington, Minneapolis 


June-July, School of Mortgage Banking, 
Northwestern University, Chicago 


July-August, School of Mortgage Bank- 
ing, Stanford University, Stanford, Cali- 
fornia 


October 3-6, 47th Annual Convention, 
Conrad Hilton Hotel, Chicago 


> A NEW BOOK: The Real Estate 
Broker’s Legal Guide is a new book 
written by Malcolm C. Sherman, who, 
in May of this year, published the 
llth edition of his Mortgage and 
Real Estate Investment Guide—a 
storehouse of guidance material for 
lenders, investors, attorneys and every- 
one interested in any phase of mort- 
gage banking. In the preface the author 
takes note of the fact that the value 
of real property in the 50 United 
States and Puerto Rico now exceeds 
one trillion dollars and that, in the 
conduct of the real estate business, 
no person is more important than the 
real estate broker. 

The Guide is a valuable reference 
text concerning the sale of real estate, 
closing the deal and just about every 
facet of what is now a complicated 
industry. Almost any question a broker 
might have is answered in the Guide 
and if the information furnished is 
not as complete as some occasions 
might demand, the Sherman text 
serves as a springboard for securing 
full data. 

The book is published by Spaulding- 
Moss Company, Park Square Build- 
ing, Boston 16, Massachusetts, and 
copies are $3 each. 


“WVlortgage banker 


please route to: 
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New! Title Service 
in 30 California Counties 
with just one local call! 


OVER 92% OF CALIFORNIA PROPERTY OWNERS CAN NOW HAVE THEIR PROPERTY RIGHTS PROTECTED 
BY TITLE INSURANCE AND TRUST COMPANY, ITS SUBSIDIARIES AND AFFILIATE COMPANIES 


Now when you want title service in any of the 30 counties served by Title 
Insurance, its branches, subsidiaries or affiliate companies, simply call the 
title company in your county and place your order. 


The experienced title specialist there will handle the whole transaction for 
you... get it started faster, closed sooner. 


Take advantage of this new, faster, streamlined service. It’s provided at 
no extra cost by T.I.—the world’s largest title company, serving California 


property owners for over 65 years. 





Ee 


ung to make Califorma land 
@ safe commodity 





TITLE INSURANCE AND TRUST COMPANY 

Serving Inyo, Kern, Los Angeles, Mono, Orange, San Luis 
Obispo, Santa Barbara, Tulare and Ventura counties. 
CALIFORNIA PACIFIC Title insurance Company Division 
Serving Alameda, Contra Costa, Fresno, Marin, 
Sacramento, San Francisco, San Joaquin, San Mateo, 
Santa Clara and Santa Cruz counties. 

PIONEER TITLE INSURANCE COMPANY 


Serving Imperial, Riverside and San Bernardino counties 





=> au Gu aus GED aoe a> au and 


UNION TITLE INSURANCE COMPANY 
Serving San Diego county. 
AFFILIATE COMPANIES 


Calaveras County Title and Guaranty Company serving 
Calaveras County; Land Title Company serving Glenn 
County; Mid-Valley Title and Escrow Company serving 
Butte County; Monterey County Title and Abstract Com- 
pany serving Monterey County; North Valley Title and 
Escrow Company serving Shasta County; Sonoma County 
Land Title Company serving Sonoma County; and North- 
ern California Tithe Company serving Tehama County. 





America’s Largest 


Assets over $70,000,000 


@, Title Company 


Title Insurance and Trust Company operates through branches, affiliates and subsidiaries in 30 California counties, and 
through other subsidiary companies, offers complete title service throughout the states of Nevada, Oregon and Washington. 
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Fireplace of concrete slump block has raked joints for added interest 


Conformity to area...strong resale value make homes 


Living concrete in integrally colored 4"-high split block 





ey 


Painted, rough-textured units in running bond, a perfect patio background 


of new-type living concrete a sound investment! 





Enthusiastic home-buyer acceptance is proving 
concrete masonry has the advantages that give it 
real value in today’s market. 

With new shapes, textures, colors, and pat- 
terns of laying, new-type concrete masonry creates 
homes of charm and enduring appeal. A modern 
material matched to the modern way of life, it’s 
truly living concrete. 

In every part of the country, living concrete 
has shown its ability to adapt to any architectural 
style, conform to any neighborhood. Lasting in- 


PORTLAND CEMENT ASSOCIATION 


Dept. A9-95, 33 W. Grand Ave., Chicago 10, Illinois 


A national organization to improve and extend the uses of concrete 


vestment value grows out of its special beauty 
and proved practicality. 

Be sure to see the new booklets about concrete 
masonry homes. They're yours for the asking. 
(U.S. and Canada only.) 
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The Significant Figure 





Financial statements usually make dull reading. But 


when the attorney sees in our Statement of Condition 


*Surplus to Policyholders $6,109,223* 


he is impressed. Concerned with the title protection of 
his clients in the real estate field, this figure confirms his 
long-time confidence in the financial stability, domi- 
nant leadership and progressiveness of the oldest and 


largest title company in the metropolitan area. 


THE 


TITLE GUARANTEE 
He COMPANY 


CHARTERED IN NEW YORK STATE IN 1883 


HEAD OFFICE: 176 BROADWAY, N. Y. 38. WOrth 4-1000 


TITLE INSURANCE THROUGHOUT NEW YORK, NEW JERSEY, 
CONNECTICUT, MASSACHUSETTS, MAINE, VERMONT AND GEORGIA 
and other states through qualified insurers 


**Insurance law terminology for capital and surplus. 
Does not include reserves of over $3,000,000. 
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ROMPTNESS 





Today’s swift-moving real estate transactions 

call for title insurance that is handled with dispatch. 
Many mortgage lenders save valuable time 

through special, made-to-order procedures especially 


developed for them by Louisville Title. 


LOUISVILLE 
TITLE 
INSURANCE 
COMPANY 





LOUISVILLE TITLE 


HOME OFFICE * 223 S. FIFTH STREET + LOUISVILLE, KENTUCKY 
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Have We the Will to 
Halt Inflation ? 


By DR. E. SHERMAN ADAMS 


Deputy Manager of ABA in Charge of the 
Economic Policy Commission 


HEN I was in Europe two years 
We I made a special trip to 
Frankfurt to call on the distinguished 
German central banker, Dr. Wilhelm 
Vox ke 


leader who had contributed enormous- 


Here was an outstanding 


ly to stopping the German inflation 
and producing the “miracle” of Ger- 


man economic progress in recent years. 


My mission was to persuade him to 
come over to the United States to tell 
his story here. Surely there must be 
some important lessons for us in this 
experience 

But Dr. Vocke hesitated, partly be- 
cause, as he put it, he had “nothing 
to tell.” I asked him what he meant 


He explained 


“There is no mystery about the 
things that must be done in any coun- 
try to stop inflation. The question 
always is whether there exists the will 
to do them.” 

So I urged him to come to the 
United States to tell that message 
and that is what he did. 

Dr. Vocke was oversimplifying, of 
course, but he did so to emphasize a 
basic truth; namely, that any people 
can avoid inflation if they are really 
determined to. It is a question of their 
willingness to take the actions that 
must be taken to safeguard the value 
of their money 

So, with all our talk these days 
should 


about inflation, perhaps we 


consider whether or not we Americans 
have the will to stop inflation. Do we 
want price stability enough to do the 
hard things that will be required to 
prevent further erosion of the Ameri- 
can dollar? 

This is clearly a loaded question. It 
presupposes a number of propositions, 
specifically: (1) that the danger of 
inflation is not over, (2) that inflation 
is undesirable, (3) that the inflation 
threat is cause for serious concern, 

+) that no one group is to blame for 
inflation, and (5) that there is no easy 
solution to the inflation problem. 

Each of these five premises is being 
questioned by some people at the 
present time. Let us therefore consider 
whether they are valid. 

First, is inflation already extinct? 
After all, most of the inflation of the 
past two decades occurred during the 
war and postwar years. A smaller 
upsurge of prices followed the out- 
break of the Korean War, and we 
then had several years of price level 
stability. Prices rose again during 1955- 
97, but for more than a year now, the 
index of consumer prices has been 
almost unchanged. 








D. FREDERICK BARTON 


Hurd &F Co., Inc. | 


€60 MADISON AVENUE, NEW YORK 21, N. Y. 


TEMPLETON 8&-9100 


Specialists m large-scale commercial and industrial mortgage 


Jinancing and in the arranging of purchase-leases. 


BOARD OF DIRECTORS 


RICHARD M. HURD 
PRESIDENT, HURD & CO., INC. 


FREDERICK H. BRUENNER 


PARTNER, EASTMAN DILLON, UNION SECURITIES & CO. PARTNER, BREED, ABBOTT & MORGAN 


RICHARD M. HURD, JR. 
HURD & CO., INC. 


DISQUE D. DEANE 
PARTNER, EASTMAN DILLON, UNION SECURITIES & CO. 
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On the face of it, one might assume 
that perhaps the storm has blown it- 
self out. Are we belatedly getting ex- 
cited about a problem that has in fact 
almost disappeared? 

I would agree at once that many 
people’s anticipations with respect to 
inflation are unjustified. For example, 
I would say that the present level of 
the stock market reflects exaggerated 
expectations regarding future price 
trends. I see little likelihood of a 
sharp rise in prices over the years 
immediately ahead. In fact, at some 
point, which may not be far off, reali- 
zation of this could well bring about 
a substantial break in the stock mar- 
ket, and this in itself would reduce 
the inflationary pressure in our econ- 
omy. 

Nevertheless, the underlying infla- 
tionary trend is still there. The seem- 
ing stability of consumer prices over 
the past year is largely illusory, just 
as it was during 1951-55. Actually, 
almost all of the components of the 
consumer price index have continued 
to rise, but this has been masked by 
the fact that food prices, which are 


heavily weighted in the index, have 
been temporarily declining. This is 
precisely what occurred during 1951- 
55. Then, in 1955, when the down- 
ward readjustment of food prices came 
to an end, the overall index resumed 
its rise. The indications are that this 
same thing is going to happen again. 

Che fact is that over recent years 
our economy has developed some per- 
sistent inflationary biases, and as a 
result, the inflation problem will con- 
tinue to haunt us, on and off, for 
many years to come. 

I particularly have in mind our in- 
flationary Federal budget and the 
wage-cost-price spiral. To be sure, 
the immediate outlook for the Federal 
budget is less alarming than it seemed 
six months ago. However, in good 
times, a budget the size of ours has an 
inflationary impact even when it is 
in balance. For one thing, high tax 
rates reduce savings. Also, most of 
the taxes paid by business are passed 
along to the public in the form of 
higher prices. Finally, a number of 
the governmental programs reflected 
in the budget are highly inflationary 


the most horrible example, of 
course, being the farm support pro- 
gram. 

Looking to the future, therefore, it 
seems apparent that the financial op- 
erations of the Federal Government 
will continue to be an _ inflationary 
threat over the years ahead. 

Other inflationary biases in ou! 
economy could be cited. There will 
doubtless be some periods when we 
shall be chiefly concerned with the 
problems of recession. However, the 
long-range threat of inflation is by no 
means a thing of the past. 

The next question is whether infla- 
tion is really undesirable. Are not 
rising prices normal for a prosperous 
economy? If we try to stop inflation, 
may we not do more harm than good? 

Here are some excerpts from a re- 
cent article entitled ““The Blessings of 
Inflation” 

“We would be very fortunate indeed 
if we could harvest the blessings of 
inflation in the next 20 years as 
bountifully as we have in the past 
20. . . . We know of no period 























Arkansas 
Delaware 


District of 
Columbia 


Florida 














| TITLE INSURANCE IS FUNDAMENTAL PROTECTION 
| for the safety of mortgage investments. The Title Guarantee Company, 


| with 75 years’ experience, renders complete Title Insurance service in: 


Georgia North Carolina 
Louisiana Ohio 
Maryland South Carolina 
Mississippi Tennessee 
New Mexico Texas 


THE TITLE GUARANTEE COMPANY 
Home Office: TITLE BUILDING 


Telephone SAratoga 7-3700 


BALTIMORE 2, MD. 


Utah | 
Virginia | 
West Virginia 
Puerto Rico | 











THE MORTGAGE BANKER « September 1959 11 








any country’s history when a con- 
sistently rising level of production 
has not been accompanied by rising 
prices Should we stabilize prices 
at the expense of production? Some 
economists of the mossback variety 
they are a dwindling 


The people who rant 


say so, but 
minority 
against inflation rationalize then 
position in the face of the continu- 
ing reality: the success of inflation. 
Inflation works!” 

Unfortunately, these sentiments are 
shared, 


widely at least privately, by 


people in many walks of life—includ- 
ing some who pay lip service to price 
Many feel that if 


been happening over the recent years 


stability what has 
is inflation, then let’s have more of it. 
Now it is perfectly true, of course, 


had 


But there is neither logic 


that most Americans have never 
it so good. 
nor evidence to support the absurd 
assumption that this has been due to 
inflation. Living standards have risen 
because of the rising productivity ol 
the American economy, a phenomenon 
that has characterized our entire his- 
tory 

It is also true that prices have fre- 
quently risen during periods of 


But it is 


inflationary booms have usually led to 


pros- 


perity just as true that 


serious depressions. History is strewn 


with examples. Indeed, this sequence 


is so familiar that the phrase “boom- 


and-bust” has practically become one 


word in our vocabulary 


Moreover, it is definitely not true 


that there have been no periods ot 
prosperity without inflation. From our 


own history, a good example is the 


long period of vigorous expansion that 


the return to con- 


18/9 


followed currency 
vertibility in 
\ more recent example is D1 


Voc ke’s Ot all 
nations of the Free World, West Ger- 


Germany the major 


as the one that has 


the 


many stands out 


achieved both greatest degree ol 
price stability and the most rapid rate 
fact, Dr 


Vocke, who was there, has no doubt 


of economic growth In 
whatever but that if inflation had not 
been stopped, this phenomenal growth 
could never have been attained 
tew 


Io be sure, there are a econo- 


mists—definitely a small minority, de- 
spite the headlines they get who 
contend that these lessons from the 


history of our own and other countries 
de not apply to the present-day econ- 


omy of the United States. But the 


12 THE MORTGAGE BANKER «+ September 


majority of econo- 
a dwindling minority of 
rejects this defeatist 
tion. In the long run, the objectives 
ot price stability and economic growth 
are certainly compatible, and perhaps 
even inseparable. There is no need, or 


great competent 


mists——not 


mossbacks no- 


even excuse, to settle for one without 


the other. 
But is the inflation problem really 
a matter of serious concern? After all, 


Security Title Insurance Company maintains offices 
n 16 California counties ts poticies are issued 
also by the following companies 


County Company City 
Amador Western Land Title Co Jackson 
El Derade = inter-County Title Co Placerville 
Mann Trans Western Title Co san Rafael, San Anseimo 
Marnpesa Mariposa County Title Co Mariposa 
Monterey Coast Counties Land Title Co. Monterey, Salinas 
Nevada inter-County Title Co Nevada City 
Placer Fidelity Title Co Roseville 
Santa Cruz Penniman Santa Cruz County Title Co 
Santa Cruz, Watsonville 
Yeie Woodiand Title Guaranty Co. Woodiand 


HOME OFFICE and INTER-COUNTY DEPARTMENT + 530 West Sixth St. * Los Angeles 14 * MAdison 7-6111 


1959 





we've had quite a lot of inflation and 
it hasn’t done most of us much harm. 
And surely our economy is stronger 
and more productive today than ever 
before. Why all the excitement? 
First and foremost, economy 
has not become depression-proof. At 
the moment, we are apparently enter- 
ing another, and perhaps the final 
phase of one of the longest expansion- 
ary periods in our history. This may 


our 


AND 


soate 
rapid 
growth 
aided by an 
increasing 
network of 
freeways, 
is also 
served by 
expanding 
facilities of 
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be the most dangerous boom we have 
had. Indeed, several of the familiar 
danger signals are already visible: a 
stratospheric stock market, real estate 
speculation, rapidly rising private in- 
debtedness, and as usual, assurances 
that depressions are a thing of the 
past. This phase has all the earmarks 
ot being the last of the series. 

This does not imply, of course, that 
we are headed for a collapse compar- 
able with 1929-33. We could, how- 
ever, bring upon ourselves a real de- 
pression—a decline considerably more 
serious than the three little dips we 
have had since the war. 

The big point is that this danger 
will be greatly enhanced if prices are 
permitted to rise appreciably during 
the years ahead. During a boom, rising 
prices encourage unhealthy specula- 
tion and nurture excesses and distor- 
tions in many parts of the economy. 
These things naturally intensify the 
severity of the ensuing business decline. 

This is a risk we cannot afford to 
take. Today a powerful and ruthless 


enemy lusting for world domination 





stands ready to take every advantage 
of a depression in the United States. 
This is no time for boom-and-bust as 
usual. 

Second, price increases are a far 
more serious matter today than for- 
merly because they have become ir- 
reversible. Always before in our his- 
tory, prior to World War II, inflation 
was invariably followed by deflation. 
But times have changed. Our present- 
day economy strongly resists down- 
ward readjustments in the price 
level. If prices are permitted only to 
rise and never to decline, the result 
can only be continuing inflation. 

It is obviously a blessing in many 
respects that our economy is no longer 
vulnerable to severe price deflation. 
Nevertheless, it should be recognized 
that we have traded this danger for 
another; the danger of perpetual in- 
flation. 

The evils of perpetual inflation are, 
of course, manifold, and time does not 
permit even enumerating them. Suffice 
it to say that continuing inflation 
would be an economic and social evil 


of the first magnitude. 

Third, inflation in the United States 
in the future would be a matter of 
deliberate choice. Unplanned, acci- 
dental inflation—resulting from war, 
for example—is one thing; planned, 
intentional inflation is a completely 
different breed of cat. 

One big difference lies in the dif- 
ferent impact that a premeditated 
policy of inflation would have on peo- 
ple’s expectations and economic be- 
havior. How could the public have 
confidence in a currency that is being 
deliberately debased? If we were to 
adopt inflation as a matter of policy, 
there would be strong tendencies for 
inflation to accelerate. And it seems 
clear that the temptations to counte- 
nance deviations from any particula 
rate of planned inflation would be far 
ereater than to allow deviations from 
the goal of price stability. 

History provides countless instances 
where inflationary policies have led to 
disaster. 

Finally, the American dollar is to- 
day one of the anchors of international 
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stability. Largely because of the 
streneth of the dollar, the United 
States has been able to exert a power- 


Prime 
ns Mortgages 


Chese, then, are the compelling rea- 
sons for regarding inflation as con- 
stituting a problem of first importance 
in the United States today 

So, who is to blame? What scoun- , 
drel is responsible for our present 


predicament? Who is the bad guy? 





ful influence for financial sanity 
throughout the Free World. If we 
were to adopt depreciation of our 


currency as a continuing national pol- 





icy, the world-wide consequences could 


OTA. SANG BIE 


A 





My own position is that there is no 


(AVI 


villian in the inflation story—that is, 

















if we exclude Comrade Khrushchev 








and his comrades 





This, of course, is not the general 
view, though there is no unanimity as 
to who the bad guy is. Organized 
labor blames management; and man- 
iwement blames labor. Many blame 
the politicians; so the politicians ex- 
onerate themselves and blame any 
handy group that is politically un- 
powerful. And some people’s favorite 
culprits, of course, year in and year 
out, are the Federal Reserve System 
and the banks 

But the inflation problem in this 
country is not that simple. The infla- 
tionary forces In our economy are 











widespread and no one group is to 
blame for them. For example, when 


we say that governmental policies are 1. Inland Mortgage Corporation originates and brokers VA, 
inflationary, we mean that the actions FHA, and Conventional mortgages. 
of our duly elected representatives are Peer 
inflationary. In these United States, 2. Availability—over 20 states. 
the government is we, the people. In 3. Inland mortgages are owned by nearly 300 financial 
this democracy of ours, U. S. spells us hia 
institutions. 
Moreover, this whole business of ; 
blaming people is worse than futile. It 4. Wide range of investments available—one mortgage 
breeds resentment and diverts atten- or hundreds. 


tron from things that need to be done r 

5. Immediate or deferred delivery. 
Take the wage-price spiral. It is 
fruitless to argue which came first, the 6. Fast processing, using latest IBM equipment. 
wage hike or the price increase. What 


matters is not how the spiral started ‘ er 
' Our services are available to individuals or mortgage brokers, and 


but how it can be stopped. ; : ; : 
to mortgage, financial, investment, insurance, or banking firms. 


Moreover. most groups have been 


acting pretty much as any other hu- Contact us today. Call, wire, or write J. J. Flynn, Executive Vice 
man beings would have acted in their President, Inland Mortgage Corporation, 501 So. College St., Piqua, 
places. In pressing for large wage Ohio. Telephone PRospect 3-7550. 


increases, labor leaders have simply 
been doing what comes naturally. And 
so has management in acquiescing to 


ee nutes co and une oe and Mortgage Corporation 


along to the public with the usual 


markup for taxes and profits. How, PIQUA, OHIO 
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indeed, could you have expected much 
different behavior by either group, 
particularly when, until rather re- 
cently, the public itself remained quite 
indifferent to the whole procedure? 

It is important, of course, to exam- 
ine the causes of inflation. Our objec- 
tive, however, should not be to assess 
blame but to identify remedies. We 
cannot lick inflation by calling names. 

Is there perhaps some easy solution, 
some painless way of curing inflation? 
Ciearly there is not. It is indeed ax- 
iomatic that we cannot stop inflation 
unless we refrain from doing the things 
that have been 

In short, as a 


we have been doing 
causing prices to rise. 
nation, we must exercise self-restraint. 

But many people have not as yet 
faced up to this stubborn fact. Look, 
for example, at the persistent criticism 
of so-called “tight money” and rising 
interest rates. Despite its limitations, 
monetary restraint clearly must be one 
ol our foremost defenses against infla- 
tion. There is always room for dis- 
agreement, of course, on the fine points 
of monetary policy. 

The fact is that the bias in favor of 
cheap and abundant credit is deeply 
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TITLE INSURANCE on both Owner’s and Mort- 
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ingrained in the thinking of a large 
part of our population. The public 
mistrusts a policy that permits borrow- 
ing to become more difficult or more 
costly. This suspicion is deepened by 
the assumption that such a policy may 
benefit the banks, even though in fact 
credit restraint restricts the banks more 
than anyone else. And, of course, un- 
scrupulous demagogues do their best 
to intensify this suspicion. 

Opposition to credit restraint is but 
of many difficulties up 
against. Indeed, most of the things 
that need to be done to resist inflation 
will meet plenty of resistance. 


one we are 


Let us return now to our original 
question as to whether we Americans 
have the will to halt inflation. 

So the question is whether our de- 
sire to stop inflation will strong 
enough and enduring enough to over- 
come other desires that result in rising 


be 


prices. 

I think it must be admitted that 
as of the present time, a large part of 
our population and many of our 
leaders do not have the will to stop 
inflation. Many who favor price sta- 
bility as an abstract idea, are much 
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more interested in doing things that 
in the aggregate add up to inflation. 
For instance, many who deplore 
wasteful government spending as a 
general proposition, are far more en- 


ergetic in supporting spending pro- 


grams from which they themselves 
benefit. 
Also. as already mentioned, there 


are a good many people who feel that 
a little would not be 
too serious and might even be bene- 
ficial. confident that if 
living costs continue to rise, they will 
right 


more inflation 


Some are 


be able to make out all per- 
sonally. 

This situation reflects two things: 
|) the normal human tendency to 
think in terms of short-run self-inter- 
est, and (2) wide-spread lack of un- 
derstanding of the inflation problem. 

No one expects, of course, that the 
desire for immediate personal gain will 
suddenly disappear from the hearts of 
It would be naively cynical to 
that motive 
the actions of the 
American people. Our entire history 
What is 


needed, therefore, is a better and wider 


men. 


assume, however, this 


alone will dictate 
belies such an assumption. 


understanding of the importance of 
the inflation problem and of the things 
Such 
an understanding is essential to devel- 


that need to be done to solve it. 


oping the will to stop inflation. 

Again West Germany illustrates the 
point. The German people are cer- 
tainly not immune to the temptations 
to think in 
interest. Indeed, some groups severely 


terms of immediate self- 
criticized the policies of Dr. Vocke 
Nevertheless, the 
nation as a whole had sufficient un- 


and his colleagues. 


derstanding of the inflation menace to 
tolerate a really tough anti-inflation 


program—one far more drastic, inci- 
dentally, than would be required to 
halt inflation in the United States. 
There were good reasons for this, of 
For 


West Germany had reached a critical 


course one thing, inflation in 


stage. Also, the German people knew 
from bitter firsthand experience how 
In addition, 
strong 


ruinous inflation can be. 
the urgency of achieving a 


economy obviously underscored 


by the 


was 


presence of Russian troops 


massed in the enslaved portion of 
Germany. Finally, the inflation prob- 
lem in Germany lent itself to solution 
by fairly clearcut governmental poli- 


cies 


These conditions obviously do not 
exist in the United States. First, infla- 
tion here is still in a crawling stage. 
Second, we had firsthand 
experience with disastrous inflation. 
Third, the the 
inflation threat and our national se- 
curity seems remote. Fourth, the infla- 
tion problem in this country requires 


have not 


connection between 


more complicated remedies than were 
needed in Germany. 

This means, naturally, that it will 
be doubly difficult to arouse in the 
American people a strong and abiding 
determination to combat inflation. Yet 
this is just what we must try to do. We 
cannot afford to wait until inflation 
here reaches a critical stage. There is 
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too much danger that this might prove 
to be too late—too late for ourselves 
and for the entire Free World. 

What is needed, therefore, is a 
massive and sustained educational ef- 
fort. The American people need to 
know more about the perils of infla- 
tion and about what must be done to 
avoid them. This is going to take a 
lot of doing. 

Some progress is already being made 
in this direction. It has only been 
quite recently, after all, that the char- 
acter of our present-day inflation prob- 
lem Until a few 
years ago, it was easy to blame infla- 
tion on World War II and the Korean 
War. Already, however, many Ameri- 
cans have been coming to realize that 
we are now in danger of embracing 
inflation as a permanent way of life. 

Certain groups occupy strategic 
positions with respect to this inflation 
problem. Some can make important 
contributions to the educational task 
we have just mentioned—and in this 
category I would put economists, 
teachers and bankers. Other groups 
are important because of their political 
power—farmers and veterans, for ex- 
ample. Others perform key roles. in 
the processes that determine the prices 
of the things we buy. How much do 
these various groups really want to 


has become clear. 


stop inflation? 

Organized labor and business man- 
agement are strategically placed from 
all three standpoints. How much help 
can we hope to get from them? 

One of the chief problems for which 
these two groups have primary re- 
sponsibility, of course, is the avoidance 
of inflationary wage settlements. An- 
other, less dramatic but equally im- 
portant, is the matter of improving 
industrial productivity—through more 
efficient production methods, the elim- 
ination of featherbedding, and the 
like. And a third major responsibility 
on the part of management is to fol- 
low non-inflationary, or even anti- 
inflationary, pricing policies. 

It seems clear that, if they were 
sufficiently determined to do so, labor 
and management could make a major 
contribution to stopping inflation, per- 
haps a decisive one. Unfortunately, 
however, from a short-run point of 
view, neither much incentive to 
do so. Indeed, from the standpoint of 
immediate self-interest, the wage-price 
spiral looks mighty good to many busi- 
nessmen and union leaders. In many 


has 


industries, both business and labor 
have succeeded in insulating them- 
selves from the harmful effects of 
inflation. 


Moreover, cooperation between 
these two groups to combat inflation 
will be difficult to achieve. Each mis- 
trusts the other. Each is inhibited by 
a rather inflexible party-line philos- 
ophy. Each is to some extent a captive 
of its own one-sided propaganda. 

Take the crucial matter of wages, 


for example. In some industries, of 
course, employers are in no position 
to stand up to the power of organized 
labor. But in others, they are, and 
these include some key industries. Is 
the answer, then, simply to urge man- 
agement in these industries to stiffen 
its resistance to excessive wage de- 
mands? 

This may be part of the answer, but 
certainly not all of it. A self-righteous, 
get-tough approach on the part of 








Always in FOCUS 


... with those in mortgage 
banking and the entire 
building industry. Ask our 
representative how we may 
best serve your needs. 





OUSTON FIRE so CASUALTY INSURANCE CO. 
ENERAL INSURANCE CORPORATION 


MAIN OFFICE 


. FORT WORTH, TEXAS 











F. N. M. A. 


Federal National Mortgage Association 
Common Stock 


BOUGHT — SOLD — QUOTED 








REctor 2-2300 


WERTHEIM & Co. 


Members New York Stock Exchange 


120 Broadway, New York 4, N. Y. 


A.T.T. NY 1-483 




















THE MORTGAGE BANKER « September 1959 17 








management could lead to a serious 
deterioration ol labor-management re- 
lations. This danger would be greatly 


enhanced if management were to re- 
nege on its responsibility to bargain in 
good faith with the unions. It would 


be aggravated, too, if management 
were to adhere to pricing policies that 
appear to be inflationary 

Che problem is equally difficult, o1 
perhaps more so, for union leaders 
For years, unions have placed primary 
emphasis on obtaining substantial 
wage increases for their members 
Workers have become accustomed to 
large 


And 


union spokesmen have repeatedly as- 


expecting their leaders to win 


gains for them year after year 
sured workers that these big pay in- 
creases have not been contributing to 
inflation 

These factors will obviously make it 
hard for the unions to moderate their 
Chis will be particu- 
feel that 
take advantage of 


either to 


wage demands 


larly true if they manage- 


ment is trying to 


the inflation issue benefit 


itself or to weaken the unions 
Nevertheless, it seems apparent that 


on this front, too, progress is being 


made. Both management and labor 
appeal to be vrowing more aware ol 
their public responsibilities for helping 


been 


Both 


rising tide of 


to avoid inflation have 
visibly influenced by the 
public concern about the problem 
Cheir responses to date leave much to 
be desired, but at least they are re- 
Chere are grounds for hoping, 
that may 


the public 


sponses 


therefore, these responses 


improve i continues to 


show increasing concern about the 
wage-price spiral. 

All of these questions are problemat- 
ical. Nevertheless, in the background, 


in every case, is the rising tide of 
public concern over the inflation men- 
ace. And further in the back- 


ground, in the even 


even 

most cases, Is 
more potent consideration that if any 
group ignores the public interest for 
very long, it is likely to have its wings 
clipped. No group can consider itself 
immune to the possibility of additional 
governmental control 

his is particularly true of organized 
labor which presently enjoys great im- 
munity from public control. But it is 
also true of business despite the many 
controls to which it is subject. It is 
just as true of banking which is al- 
ready regulated more than almost any 
farm 


other industry. As for the big 


operators who are the chief benefi- 
ciaries of the price support program, 
they are living on borrowed time al- 
ready 

In a very real sense, therefore, many 
groups in our society are presently on 
trial. From a long-run standpoint, 
each has a really strong incentive to 
contribute to attaining prosperity with- 
This should 


increasingly clear to them as time goes 


out inflation. become 


by. 
Really at 


and 


issue is a much broader 


more fateful question: Can the 
American system as we 


know it cope with the economic prob- 


capitalistic 


lems that confront it in today’s world? 
This 
cosmic, I admit. 
the achievement of economic growth 
urgent 


sounds pretty grandiose and 


Yet if we agree that 
without inflation is the most 
economic problem of our time, I do 


not see how we can es¢ ape the con- 


clusion that it constitutes a critical 
test for American democracy. 
An objective observer from outer 


space might judge that, all things con- 
sidered, to date we have not really 
too badly with respect to 
this problem. Yes, 


been made, but how much remains to 
! 


been doing 
a beginning has 


It behooves each one of us 
to do his full and 
to contribute to this vital cause. 


be done 
to resolve share 
more 
Condensed from Dr. Adams’ text at the 
SMU Graduate School of Banking in July 


FARM BOOM GOES ON 
Recently MBA’s Farm Loan Com- 


mittee has been engaged in an effort 
which, at times, seemed to be as futile 
an undertaking as one could imagine. 
It concerned proposed legislation 
which would permit the Federal Land 
Banks to become more deeply en- 
trenched in the farm loan field, make 
larger loans possible and, in general, 
give over to the federal agency more 
of the business which means less for 
private lenders. The bills themselves 
were introduced in Congress with lit- 
tle public attention—in fact, in the 
efforts which our Farm Loan Com- 
mittee put forth it was noticeable that 
many senators and congressmen were 
completely unfamiliar with the bills 
at all. 
done because the proposals have been 


As of now, not much can be 


enacted into law but the development 
serves to emphasize, if nothing else, 


that there is still a very important 
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segment of the mortgage lending and 
investing fields interested in farm loans 
and is doing a good job. (See articles 
pages 42 to 46). 

Meanwhile the boom in farm real 
estate continues and it has begun to 
give some concern—there are still a 
great many people around who recall 
the big depression and remember that 
it all began in the farm side. 

The latest boom in farm real estate 
has rounded out its fifth year of unin- 
terrupted advance, boosting the valu- 
ation of the agricultural plant (land 
and buildings) by $30 billion since 
1954 to a record of $125 billion on 
March | this year. 

The rise in the year to last March 
alone was just under $9 billion, o1 
close to a third of the aggregate five- 
year With farmers owning 
about $70 billion more in other assets 
in the form of cash or its equivalent, 
crop and livestock inventories, ma- 
chinery, etc., the worth of the nation’s 
agricultural establishment is now only 
a few billions short of the $200 billion 
mark. As against this, total farm debt 
is currently estimated at about $22 
billion, or little than 10 per 
cent of the combined assets. 


increase. 


more 


A significant force behind the per- 
demand for farmland from 
has 


sistent 
nonfarmers as well as farmers 
been the strength of the inflationary 
psychology which has characterized 
so much of economic thinking in re- 
cent years. Along with this has been 
the continued pressure for enlarge- 
ment of existing farms to take advan- 
tage of mechanization and other tech- 
nological advances in agriculture. 
The impact of these two factors 
has been supplemented by the growth 
in Government expenditures under 
agricultural programs, largely in price 
support Total Federal 
spending under these programs is esti- 
mated at a record high of $634 billion 
in the 1959 fiscal year which ended 
on June 30, over two and one-half 
times the total in 1954 when the cur- 
rent land boom got underway. Right 
now agricultural expenditures are the 
biggest item in the Federal budget. 


operations. 


As a result, traditional relationships 
between farm income and land valua- 
have been ignored in recent 
years. Farm has been 
downtrend in the majority of years 
in the current decade, dropping 27 
1951 through 1957. 


tions 


income in a 


per cent from 
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Mortgage Banker 


220 and 221 Are the Tools 
To Make Urban Renewal Work 


They have conclusively proved the soundness of their conception, the 
projects which have emerged under their provisions are convincing 
evidence that in these two sections of the National Housing Act we have 
the means by which urban renewal can really get going. And, since the 


recognition is spreading rapidly that urban renewal is one of the 


really big jobs still to be done during the Twentieth Century, the outlook 
is promising and hopeful. This recognition has been slow in coming but 


now the achievements are numerous. Even mortgage bankers— 
considerably more than one would guess—see a role for themselves in the 
opportunities which are unfolding. The third in our series on various 


aspects of urban renewal today tells why. 


ee | RBAN renewal,” it has been 
' said, “acts like yeast — moti- 
vating growth, change and activity.” 

A slow-starter, when introduced in- 
itially in 1949, urban renewal as a 
national program has, since then, 
gathered momentum steadily. Sub- 
stantially broadened and extended by 
the Housing Act of 1954, it is prov- 
ing, in its forward push across the 
country, the most effective approach 
yet devised by which individual com- 
munities, through locally conceived, 
planned and executed projects, can 
combat the problems of neighborhood 
decay. 

As operating today, it is a total 
approach—trequiring that all of the 
basic methods formerly applied to 
“sections” of a city be combined to 
create or re-create entire neighbor- 
hoods. And, as it becomes increasingly 
geared into the normal productive ca- 
pacity of the nation, its growing rec- 
ord of accomplishment is impressive: 
it is checking blight; it is eliminating 
slums; it is upgrading cities generally; 


it is infusing into communities af- 


By ROBERT J. BERAN 


flicted with decay a fresh vitality. And, 
it is opening a vast field of unprece- 
dented opportunity for private enter- 
prise—not merely to participate, but 
to participate profitably. 

By June 1 of this year, approxi- 
mately 650 urban renewal projects in 
almost 400 communities had been ap- 
proved for Federal assistance. 

If the objectives of urban renewal 
are to be realized—within even con- 
servative assumptions—not only must 
a wide range of municipal and Fed- 
eral resources be brought fully into 
play, but private investment, too, must 
rise to a higher level than ever before. 

The various types of Federal assist- 
ance for urban renewal are stimulat- 
ing extensive investments by local 
public and private interests. Figures 
recently released by the Urban Re- 
newal Administration indicate that 
for every dollar of the Federal govern- 
ment’s $1.35 billion in capital grants 
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authorized so far by Congress, at least 
five dollars in non-Federal funds—or 
a minimum of between $6 billion and 
$7 billion—go into new housing, new 
commercial and industrial develop- 
ments, community facilities, public 
works and other construction of all 
kinds. This is a direct result of urban 
renewal projects now in execution or 
in planning. 

Former URA Commissioner Rich- 
ard L. Steiner, writing in the July 
issue of The Constructor, points out 
that reports from 287 of the 291 ur- 
ban renewal projects approved for 
execution through December 31, 1958, 
show the combined total area of these 
projects to be in excess of 14,000 
acres. 

“It is estimated,” says Mr. Steiner, 
“that new construction in connection 
with 246 of these projects will cost 
close to $2.56 billion. 

“This cost is distributed approxi- 
mately as follows: private housing, 
$849,418,000; public housing, $46,- 
395,000; commercial, $475,062,000; 
industrial, $206,921,000; public and 
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semi-public, including site improve- 
ments and supporting facilities, $868,- 
692.000.” 

These figures should give some in- 
dication of the amount and type of 
construction in which builders and 
contractors are participating. 

In rehabilitation alone, to say noth- 
ing of new development, the recon- 
struction and remodeling of thousands 
of dwellings in project areas is creat- 
ing tremendous opportunity for pri- 
Among the projects 
is estimated that 
involve a 


vate enterprise 
now in progress, it 
100 of them 


rehabilitation: 


more than 


substantial amount of 
this includes some 90,000 or so dwell- 
ing units. As new projects develop, 
this number will increase 


No accurate estimate of the ulti- 


mate full dollar amount of expendi- 
ture in renewal can be made; but, as 
the number of projects expands and 
as more and more communities realize 
the importance of and the need for 
renewal. the cost involved will mount 

to billions of dollars 

One analysis, based on the hypo- 


thetical costs of total renewal in a 
sets forth 
the rathet $196 


million, or slightly over $600 per per- 


spec ially chosen “case city,” 


startling figure of 
son, as the yearly public and private 
expenditure necessary if—by 1970 

that particular metropolitan area were 


blight 


pletely, house its new population ade- 


to eliminate slums and com- 


refurbish its downtown 


Even 


well ove! 


quately and 
more Sstar- 
$100 


national cost 


central city district 


tling is the figure of 
billion per year, as the 
costs of 


renewal, when the 


of total 


the “case city” are pro-rated by popu- 


lation nationally 

With this country’s present rate of 
spending for all construction standing 
at approximately $52 billion yearly, it 
is plain that to achieve total renewal 
a dramatic increase in expenditure 
would be required. However utopian 


the concept of total renewal might 
establish a 


And 


more ar- 


be. it does nevertheless 


justifiable frame of reference 


there are many among the 
dent renewal enthusiasts who do peg 
the nation’s renewal need at upwards 
of $100 billion a year 


pointed out by the 
New York 
Department of City Planning, Louis 
Winnick, Mortcace BANKER, 
July, 1959 


However, as 
research director of the 
DHE 


this phenomenal sum is 


a figure “which exceeds by an appre- 
ciable margin the total value of ex- 
isting urban real estate.” 

Mr. Winnick’s own estimate is more 
modest. “It is likely,” he says, “we 
shall be dealing with a total capital 
flow of not less than $26 billion per 
decade. 

“This total,” he explains, “will be 
made up of perhaps $6 billion in pub- 
lic funds and $20 billion in private 
capital, the latter predominantly in 
the form of mortgage debt, both con- 
ventional and FHA.” 

Despite a wide variance in esti- 
fact clear—and, 


mates, remains 


that is, that in the decades ahead fan- 


one 


tastic sums of money will be invested 


in the multifarious phases of renew- 


project area. 

Because one of the 
economic assets is its housing inven- 
tory, a basic objective of the national 
urban renewal program is to make 
possible a large volume of private 
housing construction and _ rehabilita- 
tion in blighted areas. Both Federal 
and local governments fact, 
heavily committed to the use of re- 
habilitation as an important tool in 
this comprehensive approach to slum 
prevention and elimination. 

To add impetus to this construction 
and rehabilitation program—and rec- 
ognizing that the terms on which 
financing is available substantially af- 
fect the feasibility of residential re- 
Congress, in its Hous- 


nation’s main 


are, in 


development 





Homes 230 
Rental Units 


Rock, Oakland, Denver, New 


Che 220 program 
of these communities 


2779 


Units 10 


Homes 


Rental 





Rehabilitation Activity Under Sections 220, 221 
(As of April 1, 1959) 
Section 


A p plications 


*Section 220 financing is being used for rehabilitation work in Little 
Haven, 
Detroit, Kansas City, St. Charles, Cleveland, Dayton, and San Juan. 
is also being used for 
figures not shown 
Section 
Applications 


Source: Journal of Housing, May 1959 


99()* 


Commitments Insured 
130 70 


Heights, Chicago, 


Chicago 


new construction in some 


99] 


Insured 
1430 


Commitments 
2110 
10 


completed 








ing the urban areas of this country. 


And, it is 
pressed intent that in this undertaking 


government's clearly ex- 
private enterprise will play a leading 
role 

As spelled-out specifically in the 
1949 Housing Act, 
prise shall be encouraged to serve as 
the total 


“private enter- 


large a part of need as it 
can.’ Che 


preparing the way for private invest- 


role of government—in 
ment by providing subsidies, by pro- 


tecting against risks and by, in gen- 
eral, readying the scene for successful 


Federal 


to carry out 


investment is vital: but 


funds may be used only 
operations necessary to make project 
areas ready for redevelopment. Once 
a project area is cleared, the land in- 
volved is sold or leased to individuals, 
corporations or public agencies which 
must agree to redevelop it in accord- 
ance with the community’s urban re- 
entire 


newal plan for reuse of the 
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ing Act of 1954, added two new FHA 
mortgage insurance programs to the 
National Housing Act. Despite delay 
and certain red-tape which has kept 
these two programs from, as yet, 
reaching their full potential of opera- 
tion, they are considered by many to 
be the two “really hopeful instru- 
ments” in this field. 

Section 220 provides mortgage in- 
surance on liberal terms to assist in 
financing the rehabilitation of existing 
salvable housing, and the construction 
of new housing in areas for which 
urban renewal plans or urban rede- 
velopment plans have been certified 
to FHA by the Housing and Home 
Finance Administrator. 

Section 221] authorizes liberal terms 
for private financing of low-cost relo- 
cation housing for sale or rent. It is 
aimed at helping private industry pro- 
vide the housing, either through new 


or existing construction, for eligible 





families from urban renewal areas and 
those displaced by governmental ac- 
tion. 

Activity under Section 220 has, to 
date, been confined largely to the 
bigger cities. Some 850 cities now 
have workable programs; an addi- 
tional 150 cities have programs in 
process. One hundred cities have been 
certified for FHA assistance under 
220. Under Section 221, activity on 
the whole has been somewhat slow; 
but in certain sections of the country 

namely in the South—outstanding 
projects are underway. 

Under Section 220, maximum mort- 
gage amounts for |- to 4-family dwell- 
ings are the same as under Section 
203, but for new construction the 
mortgage amount is determined on 
the basis of estimated replacement 
cost. For existing construction, it is 
based on appraised value. Mortgages 
may be insured on structures with one 
to 11 family units. For structures with 
four or more family units, the mort- 
gage may not exceed $35,000 plus 
$7,000 for each unit in excess of four. 

When the mortgagor is the owner- 
occupant, the ratios of loan to value 
are the same as under Section 203, 
unless a property is approved for 
mortgage insurance before construc- 
tion starts. Then, the ratio is based 
on estimated replacement cost. A non- 
owner-occupant is limited to 85 per 
cent of these amounts. 

Maximum mortgage amounts on 
multi-family projects with five or more 
units are $12.5 million; or $2,250 per 
room, or $8,100 per family unit, if the 
number of rooms in the project is less 
than four per family unit. When the 
project consists of elevator structures, 
these amounts may be increased to 
$2,700 per room and $8,400 per fam- 
ily unit. The mortgage limit may be 
increased by $1,000 per room or per 
family unit in high-cost areas. 

The ratio of loan to replacement 
cost for multi-family housing may not 
exceed 90 per cent if the property is 
approved for mortgage insurance be- 
fore construction begins, and the ratio 
of loan to value may not exceed 90 
per cent if the property is being re- 
habilitated or if the construction of 
the property is being completed. 

Mortgage maturity may not be over 
1) vears. 

When once a community has been 
certified for 221 assistance which 


means it has a Federally approved 
“workable program’—the program is 
publicized by FHA and applications 
are invited from builders and lenders. 
Builders interested in undertaking con- 
struction and rehabilitation under this 
program then apply through mortgage 
lenders to the appropriate FHA insur- 
ing office for commitments to insure 
loans. FHA will issue such commit- 
ments within limits of the number of 
units certified for the community. 

Under Section 221, the mortgage 
loan may be 100 per cent of FHA 
appraised value, with a maximum of 
$9,000 for any dwelling ($10,000 in 
high-cost areas), for new and existing 
and_ rehabilitated construction for 
owner-occupant mortgagors. 

The mortgagor is required to make 
an initial payment of at least $200 in 
cash, which may cover settlement 
costs. If the mortgagor is not the 
occupant, the mortgage may not ex- 
ceed 85 per cent of the value. 

Also covered is repair, rehabilita- 
tion or construction of 10 or more 
dwellings for rent, if the mortgagor is 
a private non-profit organization regu- 
lated under Federal or state laws, or 
by the FHA Commissioner. Rental 
housing mortgages are limited to $12.5 
million, $9,000 per family unit ($10,- 
000 in high-cost areas), and 100 per 
cent value. 

Maximum mortgage maturity is 40 
years. 

Under Section 221 there are cer- 
tain restrictions governing the sale of 
housing. If new, the housing normally 
must be held by the builders for 60 
days after its completion. This per- 
mits holder of 221 certificates to buy. 
After the 60-day period, the house 
may be sold to anyone under 221 
terms. This procedure also applies to 
an existing property if the builder or 
realtor spends at least 20 per cent of 
the mortgage proceeds to rehabilitate 
it. An existing dwelling with less than 
20 per cent rehabilitation must be 
sold to a displaced family to obtain 
221 terms. 

Families eligible for 221 housing 
are those in urban renewal areas and 
those displaced as a result of “gov- 
ernmental action.” This has broad 
coverage: it takes in families dis- 
placed from official urban renewal 
areas and those leaving voluntarily. 
It includes, also, families displaced or 
to be displaced because of governmen- 
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tal construction such as highways, 
public buildings, playgrounds, low- 
rent housing projects; construction by 
quasi-public bodies such as state uni- 
versities; code enforcement; eviction 
of over-income tenants from low-rent 
public housing projects, etc. 

For the large majority of these re- 
newal displacees, existing houses ap- 
parently make better sense than do 
new ones. Rather than buy new 
homes, they prefer to buy rehabili- 
tated ones. Cost is one reason; in the 
North, particularly, land and _ con- 
struction costs are too high to build 
good housing below Section 221’s 
$9,000 limit. Also, most slum dis- 
placees prefer to stay near their old 
neighborhoods whether they rent 
or buy a house. Few are willing to 
move miles away to get a cheaper 
new home. 

The liberal terms of these special 
FHA insurance programs provide cer- 
tain advantages to the builder and 
to the lender which give reasonable 
assurance of marketability of both 
houses and mortgages. Chief among 
these is the special assistance to lend- 
ers available through FNMA. 

Under its “special assistance func- 
tions,” FNMA will purchase or make 
advance commitments to purchase 
within the limits of its authorization 

mortgages insured under Sections 
220 and 221. 

Home mortgages may be offered to 
FNMA either for immediate or future 
purchase; multi-family housing mort- 
gages may be offered for future pur- 
chase only. 

Such mortgages will be purchased 
by FNMA from lenders, including 
banks, savings and loan associations, 
mortgage companies and other organi- 
zations which have qualified as eligible 
sellers and have entered into a selling 
agreement with FNMA. The seller 
must be the original mortgagee and 
must not have made any prior sale 
of the mortgage offered to FNMA. 

The purchasing procedure, gener- 
ally, is similar to that employed by 
private enterprise organizations. Pur- 
chases made by FNMA are confined, 
insofar as practicable, to mortgages 
which would meet the purchase stand- 
ards imposed by any private institu- 
tional mortgage investor. 

With each mortgage submitted, the 
seller must agree to pay a purchase 
and marketing fee equal to 3% of one 

Continued on page 93) 
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The Way | See the Economic 





URING the last several years 
D the country has been told again 
and again by economists and eco- 
nomic writers of great eminence that 
creeping inflation is an impossibility 
except for brief periods of time. The 
argument has been that the expecta- 
tion of price increases is bound to pro- 
duce an accelerated rise in prices, so 
that 
main at a creep 


inflation is never allowed to re- 


How do the facts compare with the 
predictions that inflation will net re- 
main at a creep but will soon become 


had 


over seven years of creeping inflation. 


) 


a gallop The country has now 


Back in 1952 the consumer price in- 


dex stood at 113.5. In May, 1959, it 


was 124.0—a rise of not quite 8 per 
cent in about seven and half years. 
Although the consumer price index 


last 
seven years, it has shown no tendency 
Che 
largest annual rise was between 1956 
1957. 


has increased in six out of the 


to rise at an accelerated rate 


and when the index rose by 


nearly 3.5 per cent. But the next year 
the increase dropped to 2.6 per cent, 
months a 


and in the last twelve 


period ol business recovery the rise 


was only three-tenths of one per cent 


Why 


creeping inflation would soon become 


have the predictions that 
a gallop been so grievously wrong? 


Mainly 


erroncous 


because the authors of these 


forecasts have greatly ex- 


aggerated the role that expectations 
play in determining decisions to buy 
Deciding whether to buy or not is a 
more complicated decision than these 
realized. Expecta- 


economists have 


tions concerning price changes are 
only one of several considerations that 
play a part in determining the deci- 
sion. Possible changes in the quality 
of goods that may be available in the 


future, the possibility of buying new 


and entirely different goods, resent- 
ment at rising prices, the need to con- 
serve limited resources, particularly in 
these 
conditions and affect 
the decision to buy, and limit the in- 


the face of rising prices—all 
others besides 
fluence of expected price changes on 
the decision. 

A sharp contrast is to be expected 
between the fiscal and credit policies 
actually pursued by the Federal Gov- 
ernment and the Federal Reserve on 
the one hand and sensible policies on 
the other hand. There is no use in 
blinking the fact that our policies will 
continue to be far from 
As a result, credit will have 
to be kept tight and the economy will 


probably 
sensible. 


have to be kept in a financial strait 
jac ket, so that the economy as a whole 
will fail to grow at the maximum pos- 
sible rate that its resources permit. In 
order to set forth as clearly as pos- 
sible the difference between the fool- 
ish policies that must be expected 
and 


policies, I set forth in summary form 


from the government sensible 
first what is going to happen, and sec- 


ond, what should happen. 


What Is Going to Happen 


>» No important steps will be taken 
in the immediate future to deal with 
the budget problem. The great and 
shocking extravagances in the budget, 
such as the handouts to farmers and 
veterans, will remain untouched. 
Congress shows no signs of being will- 
ing to act in a responsible fashion 
with respect to handouts to the farm- 
Only 


hower stopped new, extravagant pay- 


ers. vetoes by President Eisen- 
ments to tobacco growers and wheat 
The 


to revolt against the wholesale 


raisers taxpayers are not yet 
ready 
use of their money to sustain the “ins” 


in office. 
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> The increasing yield of taxes due 
to the recovery of business gives rea- 
son to expect that the budget for 
1959-60 will be close to balanced, but 
a small deficit of perhaps $2 billion 


would not be surprising. 


> Congress will not increase taxes 
or postal rates to meet the deficit. 


> Congress will fail to make much- 
needed increases in appropriations for 
education, natural resource develop- 
ment, airports, and other 
ments of a growing community. 


require- 


> Congress will refuse to raise the 
ceiling of 4.25 per cent on the rates 
that the Federal Government is per- 
mitted to pay on obligations of five 
years maturity or longer. Thus, the 
Federal will be 
tively precluded from borrowing in 
the long-term market. 

> The 
stimulate the demand for credit and 
capital by business enterprises. 


Government effec- 


recovery of business will 


> The competing demands of busi- 
and the for short- 
term funds will 
tightness in the 
market. 


ness government 


create increasin g 


short-term money 


> The Federal Reserve will attempt 
to discourage borrowing by business 
by maintaining increasingly tight con- 
trol over credit. 


>» The restrictive credit policies of 
the Federal Reserve will be particu- 
larly repressive of small business and 
residential construction. 


> The economy will continue to ex- 
pand in a limited fashion despite the 
economic strait jacket in which it is 
held by 
ment’s long-term interest 
by failure of Congress to make appro- 
priations needed for expansion; and 


(a) the ceiling on the govern- 
rates; (b) 





Ic 





Trends Shaping Up Today 





l- 
ir 


3) by tight Federal Reserve policy. 
But growth will be less than it might 
have been under better policies. 

> The economy will get a strong 
but temporary shot in the arm from 
the new cars in 1960. 

>» The Democrats will overwhelm- 
ingly win the election of 1960, and 
the new Democratic administration 
will usher in a new deal of liberal 
spending, deficits, and inflationary 
financing. 


What Should Happen? 


What would be the elements of a 
sensible economic policy for the 
United States? A sensible economic 
policy is easily within our reach pro- 
vided only the greed of the pressure 
groups can be controlled but the 
chance that this will happen is small. 
Che people of the country are too well 
off to concern themselves very much 
about being still better off and, hence, 
are likely to remain pretty completely 
in the grip of self-seeking pressure 
groups and politicians. But if the peo- 
ple desired a more buoyant and pros- 
perous economy, they would insist on 
the following reforms in fiscal and 
credit policy: 

>» Drastic budget reforms, begin- 
ning with severe cuts in the uncon- 
scionable handouts to farmers and 
veterans, thereby making about $5 
billion a year available for tax reduc- 
tion and expenditures on needed ex- 
pansion. 

> Cuts of about $3 billion a year 
in personal income taxes, freeing in- 
comes for greater personal saving and 
greater purchases of consumer goods. 

» Increases in postal rates to make 
the post office self-supporting, and 
large increases in the gasoline tax to 
reduce the present excessive subsidy 
of automobile transportation. The in- 


4nd the way Dr. Slichter sees it is not necessarily the 


way everyone would view the prospects—indeed, his con- 


tentions would not reflect the views of the mortgage 


industry or its organizational representative. Yet, for a 


frank and outspoken exposition of views which many 


do hold, Dr. Slichter’s thesis of what is ailing in our 


economy and what should be done to cure these ailments 


is a pointed one indeed. Some of the things which he 


says ought to be done are those with which most thinking 


people can agree—such as lifting the 4" per cent 


interest ceiling. It is in his over-all conclusions where 


he undoubtedly loses some support. In any event, the 


economic views of Dr. Slichter are usually of interest and 


these are interesting as the credo of a leading economist 


who has given them serious thought. 


By SUMNER H. SLICHTER 





Lamont University Professor 


Harvard University 


creases in the gasoline tax would en- 
courage much-needed improvements 
in automobile engine design. 

>» Increased expenditures of about 
$2 billion a year on education, re- 
search, natural resource development, 
airport development, depressed areas. 

>» Removal of the ceiling on inter- 
est rates on long-term government se- 
curities, thereby opening the long- 
term market to the Federal Govern- 
ment when, as, and if the government 
will need long-term funds. 





Whether or not deficits are a prob- 
lem depends largely upon whether or 
not they are financed by bank credit 
or out of real saving. A deficit is not 
a grave problem for the government 
provided it is financed by real saving 
rather than by bank credit. But in 
order to finance any deficit out of real 
saving, the government must pay the 
market price for investment-seeking 
funds. The alternative is to raise the 
money by inflationary means—a bad 
method, but the one that the next 
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Democratic administration of 1960 


will undoubtedly use. 


> Some easing of the Federal Re- 
serve credit policy, since the improved 
fiscal position of the Federal Govern- 
ment would no longer require that 
the Federal Reserve so drastically 
throttle down borrowing by business. 
It is not ordinarily fully appreciated 
how Federal Reserve policy is affected 
by the budget problems of the govern- 
ment. Were Congress to do a better 


the Fed- 


Reserve could relax to some ex- 


job of fiscal policy making, 
eral 
tent the tight controls over credit. The 
result of a more relaxed Reserve pol- 
icy would be greater prosperity for 
new and small business concerns and 
for the residential construction indus- 


try 


The fact that much 
perity than we possess is easily within 
that the 


country will adopt the simple and ob- 


greater pros- 


our grasp does not mean 


vious course necessary to achieve it 
On the contrary, the prosperity of the 
country will continue to be limited by 
the greed of pressure groups and the 
The 


pressure groups and the weak poli- 


timidity of politicians. strong 
ticians are the real culprits who are 
throttling the American economy and 
retarding its expansion. The _poli- 
ticians blame the Federal Reserve, but 
the irresponsible budget policies of the 
politicians force the hands of the Fed- 
eral Reserve Iwo steps by Congress 
would make it possible for the Fed- 
a Sig- 


eral Reserve to relax credit to 


nificant extent large cuts in the 
handouts to farmers and veterans and 
removal of the ceiling on the rate of 
interest paid by the government on 


long-term securities 
the essence 


This brief 
of American fiscal and credit policy 


summary ol 


as it is and as it might be, sheds light 


on the real nature of our economy. 
By and large, it is a good economy 

it is highly productive, it is capable 
ol expanding at a moderate rate even 
in the face of tight credit polic ies, it 
distributes goods broadly, and it is a 
rather stable economy. Its great 
strength consists of the absence of cen- 
tral planning and controls and in the 
fact that it is guided pretty largely by 
the freely made decisions of millions 
of consumers, employers, enterprises. 


But the 


especially fiscal and credit policies, 


impact of public policies, 


upon the economy is very great 


Hence, the cannot accur- 
ately be described as a private enter- 
prise economy—important as private 
enterprise may be. Nor by any stretch 
of the imagination can the American 
economy be called a welfare state. 
The forces that dominate our fiscal 
policies reflect above everything else 
the political influence of the veterans 
and the farmers—and, in the field of 
housing, the influence of the construc- 


economy 


directly determine credit policy, there 
is no outside force in sight. The only 
force to compare in political strength 
to the farmers and the veterans is the 
trade unions. But the unions, though 
not directly responsible for the coun- 
try’s worst mistakes in fiscal policy, 
cannot be counted on to help deal 
with the difficulties. The unions will 
not fight to cut the handouts to farm- 
ers and veterans which are the very 


WHAT SHOULD BE DONE — 


In Slichter’s opinion 


> Cut the handouts, to farmers and to veterans, which 
would make about $5 billion a year available for tax reduction 
and expenditures on needed expansion. 

> Cut personal income taxes about $3 billion a year freeing 
incomes for greater personal savings and greater purchases of 


consumer goods. 


> Increase the postal rates to make the post office self-supporting 
and increase the gasoline tax substantially to reduce the present 
subsidy of automobile transportation. This would encourage much 
needed improvements in automobile engine design. 

> Increase expenditures of about $2 billion a year on education, 
research, natural resources development, airport development, 


depre ssed areas etc. 


> Remove the ceiling on interest rates of long-term government 
securities thereby opening the long-term market to the federal 
government when, as and if the government will need long-term funds. 


WHAT PROBABLY WILL BE — 


In Slichter’s opinion 


> Congress will not boost taxes or postal rates to meet the deficit. 
Congress will refuse to raise the ceiling on government long-term 
bond issues (in fact, already has refused.) 

> Continued recovery in business will stimulate demand for credit and 


capital . . . the demands of government and business for short term 
funds will create increasing tightness in the short-term money 
market .. . the Federal Reserve will attempt to discourage 


borrowing by business by maintaining increasing tight control 


over credit. 


> The restrictive credit policies will be especially repressive on 
small business and residential construction. 


> Congress will fail to appropriate funds for increased education, 
natural resources development, and other requirements of 


a growing community. 


> The 1960 car models wil! provide a strong but temporary shot in the 


arm next year. 


tion industry and organized labor. 
Hence, the most realistic description 
of the American economy is that it is 
“a pressure group economy”—not free 
private enterprise nor a welfare state. 
In this respect the American economy 
is fundamentally the same as_ the 
British or the French economies. 

from the 
that 


directly dominate fiscal policy and in- 


lo release the economy 


nefarious pressure groups now 
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heart of the country’s fiscal and credit 
problem. Without an attack on these 
handouts, the country must expect to 
resort to inflation of the currency. 
Only by inflation can _ the 
needed for expansion and the present 
scale of handouts be found. 


money 


(Dr. Slichter’s original text of U. S. economic 
trends and prospects was prepared for a Japanese 
newspaper, then appeared in the Commercial and 
Financial Chronicle, of which this is a condensa- 
thon 














| The Biggest Mortgage Event 
| of the Year Is Almost Here 







MBA's 46th Annual Convention 
Hotel Commodore in New York 
September 21-24. Make plans 
to be there to tap a storehouse 
of information and get your 

Bearings for the Future. 
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Day by Day at the New York 


—————————————————————————————————————————— 

SATURDAY, September 19, 1959 | 
| 

| 





12:00 Noon Luncheon for 1959 Officers, Members of the Board of Governors, | 
Associate Governors at Large, Regional Vice Presidents, Advisory 
Council of Past Presidents and 1959 Committee Chairmen, fol- || 
lowed by final meeting of the 1959 Board of Governors. 


SUNDAY, September 20, 1959 





9:00 A.M. Breakfast, Past Presidents Advisory Council 
2:00 P.M. Registration 
5:00.7-00 
P.M. YMAC Reception | Gov. Rockefeller 
x * 
GENERAL SESSIONS 

MONDAY, September 21, 1959 

8:00 A.M. Registration | 


First Convention Session 


Call to Order 

9:30 A.M 
Water C. Newson, President, Mortgage Bankers Association of 

America; President, Eberhardt Company, Minneapolis, Minne- 


sota 
National Anthem 





John de Laittre 


President's Address 
WaLTER C. NELSON 


Address 
“Uncommon Heritage, Common Interests” 
Joun ve Larrrre, President, National Association of Mutual 
Savings Banks; President, The Farmers & Mechanics Savings 
Bank of Minneapolis 





Address 
“Better Housing—A Challenge for the Sixties” 
Tue Honoras_te Netson A. ROCKEFELLER, Governor of the 
State of Neu York 
Premiere Showing of MBA Film “The Road to Better Living” 
For the First Time—on Film—the Mortgage Banker’s Story 


President Nelson 


Adjournment 


1:30-5:00 Committee meetings scheduled for Monday afternoon, Septem- 
P.M. ber 21, are the FHA, Finance, Mortgage Market, Mortgage 
Servicing, Conventional Loan, Educational and GI. 


x** ek 
TUESDAY, September 22, 1959 
8:00 A.M. YOUNG MEN’S ACTIVITIES COMMITTEE BREAK- 
FAST AND DISCUSSION MEETING 
Presiding 
Georce C. Dickerson, Chairman, Young Men’s Activities 
Committee; Vice President, Stockton, Whatley, Davin @ Com- 


pany > Jac k soni lle 
Address 


“Can Mortgage Banking Meet the Challenges Ahead?” 
Sau. B. Kiaman, Director of Research, National Association of 
Mutual Savings Banks, New York 


Second Convention Session 
Call to Order 














Saul Klaman 
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rk\ Convention 











10:00 A.M. 


11:15 A.M. 


12:00 Noon 
12:00 Noon 





2:00-4:00 
P.M. 


10:00 A.M. 





WaLTER C. NeEtson, Presiding 
Address 
“Let’s Look at Housing” 
Cart T. Mitnick, President, National Association of Home 
Builders; President, Collingswood Construction Corporation, 
Collingswood, New Jersey 
Address 
“Quality Hill—A Case Study in Making Urban 
Renewal Pay Off for the Mortgage Banker” 
Date M. Tuompson, President, City Bond & Mortgage Com- 
pany, Kansas City, Missouri 
Address 
“New Investors for Mortgage Bankers” 
Carey Winston, President, The Carey Winston Company, 
Washington, D. C. 
Business Meeting and Election of Officers 
Presentation of Awards 
Adjournment 
LADIES’ LUNCHEON AND FASHION SHOW 
FARM LOAN LUNCHEON & CLINIC 
Presiding 
Wituiam E. Terry, Chairman, Farm Loan Committee; Presi- 
dent, William E. Terry @& Co., Inc., Little Rock, Arkansas 
Address 
“A Changing Agriculture—‘Farm Programs,’ 
Government, Private Enterprise” 
KENNETH L. Scott, Director, Agricultural Credit Services, De- 
partment of Agriculture, Washington, D. C. 
Address 
“Problems of the Institutional Investor in 
the Farm Lending Field” 
Denzit C. WaRDEN, Supervisor of Agricultural Loans, The Con- 
necticut Mutual Life Insurance Company, Hartford, Connecticut 
Committee meetings scheduled for Tuesday afternoon, Septem- 
ber 22, are the Legislative, Research, Public Relations, Member- 
ship and Insurance. The Board of Trustees, Research and Edu- 
cational Trust Fund, meets Tuesday morning. 
WEDNESDAY, September 23, 1959 
Third Convention Session 


Call to Order 


Wa TER C. NeEtson, Presiding 
Address 
“Stability in the American Economy 
Ahead —at High Interest Rates” 
Dr. ArtHUR R. Upcren, Professor of Finance, Macalester Col- 
lege, St. Paul, Minnesota 
Address 
“The Quality House—What Can the 
Lenders Do About It?” 
Perry Prentice, Editor & Publisher, House © Home Magazine, 
New York 


THE 





Carey Winston Dale Thompson 








Carl Mitnick 





Arthur R. Upgren Perry Prentice 
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MBA's 46th and Largest Meeting 


1:50-4:00 


P.M 


2:00 P.M 


6:30 P.M 


10:00 A.M. 


12 OU) Noon 











Address 
“The Role of Mortgages in Life 
Insurance Investment” 


Deane C. Davis, President, National Life Insurance Company, 


Mont pe lier, Vermont 


Adjournment 
Committee meetings scheduled for Wednesday afternoon, Sep- 
tember 23, are Urban Renewal, Conference, Membership Ad- 
missions and Financing Minority Housing. 
LADIES’ THEATRE PARTY 
“Flower Drum Song” 
ANNUAL OPENING OF CLUB MBA 
Dinner and entertainment. Tickets for those who have not al- 
ready purchased them may be obtained at a special desk located 
near the Registration Desk in the West Ballroom. 
Tickets must be purchased not later than 3:00 P.M. on the 


afternoon of the dinner. Only enough tickets to fill the ballroom 


will be sold. Doors open at 6:30 P.M. Dinner at 7:00 P.M. 


THURSDAY, September 24, 1959 
Fourth General Session 


Call to Order 


WaLTerR C. Newson, Presiding 


Address 
“Your Government and the Housing Industry” 


NorMAN P. Mason, Administrator, Housing and Home Finance 
Agency, Washington, D. C. 


Symposium Discussion 
“The Operation of Federal Agencies Affecting 
Housing in a Mixed-Up Market” 
Moderator 


E. Neer, General Counsel, 
D.C. 


SAMUEL Mortgage Bankers Assocta- 


tion of America, Washington, 


Participants 

J. Stantey BaucuMan, President, Federal National Mortgage 
Association, Washington, D. C. 

Pum N. Brownstein, Director, Loan Guaranty Service, Vet- 
erans Administration, Washington, D. C. 

JuLIAN H. ZimMERMAN, Commissioner, Federal Housing Admin- 
D.C. 


istration, Washington, 


Adjournment 


Luncheon for the 1960 Officers, Members of the Board of Gov- 
ernors, Associate Governors at Large, Regional Vice Presidents, 
Advisory Council of Past Presidents and the 1960 Committee 


Chairmen, followed by the first meeting of the 1960 Board of 

















Governors. 
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Deane Davis Norman Mason 





J. H. Zimmerman J. S. Baughman 





P. N. Brownstein 





Robert Tharpe 


This Is the Convention... 


MBA’s 46th 


Hotel Commodore, New York, 
September 21-24, 


a real business opportunity for you 


A PROGRAM OF IMPORTANCE — This year MBA will 
be privileged to present one of the most distinguished 
programs in its history, headed by prominent personali- 
ties such as Gov. Nelson Rockefeller of New York, 
Deane Davis of National Life of Vermont, John 
deLaittre, president, National Association of Mutual 
Savings Banks, HHFA Administration Norman Mason, 


FHA Commissioner Julian Zimmerman and others. 


THE DISTAFF SIDE— This is the year and New 
York is the place for the ladies to do their 
Convention-going. They'll share in many of the 
Convention events and for them especially is a 
theater party to see The Flower Drum Song 
and a style show and luncheon produced by 
Saks Fifth Avenue. The ladies like MBA Con- 
ventions and if a choice is involved, then New 
York in 1959 is the meeting to select. 


NECESSARY ARRANGEMENTS — This is MBA's largest 
Convention, one of the largest in the U.S. Advance 
arrangements are important. For hotel accommoda- 
tions, write MBA Housing Bureau, N. Y. Convention 
Bureau, 90 E. 42nd St., New York. Get your advance 
registration in: Members $25; Ladies $15, which in- 


cludes theater party and fashion show tickets. 


THE BUSINESS PROSPECTS — If you want 
to find out authoritatively what's going on 
in the mortgage business, what the real 
trends are, the prospects, funds available 
now and likely to be, in brief, if you want 
to get solid, authentic information which 
you can adapt to your own business, the 
place, the occasion and the time to find 
out is now as always your annual MBA 
Convention. 


THE CAPITAL OF CAPITAL— It's New 
York, center of the Eastern area, 
where so much of the capital used in 
mortgage lending emanates. A New 
York Convention means heavy inves- 
tor attendance, a fact which gives 
the annual MBA meeting this year an 
added appeal .. . particularly in view 
of the present state of the financial 
markets and the desire of all origi- 
nators to determine what to expect. 


THE LIGHTER SIDE — It wouldn't be a Con- 
vention without something besides the seri- 
ous business at hand . . . and in the Lighter 
Side department MBA meetings yield to 
none. As many as 40 social events of dif- 
ferent MBA groups will be held . . . there 
is Club MBA, social highlight of the week 
with top entertainment. So, for fun and 
pleasure, you are assured of an unforget- 
table experience in New York. 


SPECIAL EVENTS: The Convention's pro- 
gram is loaded with them, with a spe- 
cial appeal for the various groups 
which make up MBA... . such things 
as the YMAC breakfast meeting to 
hear Saul B. Klaman . . . the Farm 
Loan Clinic with two minent 
speakers. (YMAC tickets $4, Farm 
Loan $5, which can be ordered in 
advance from the MBA office). 
There's something for everyone at 
the MBA Convention in New York. 
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Makes 
Movie 


{nd you're expected at its premiere at the 


Vew York Convention. We think vou will be so 


pleased with the story it tells about the mortgage 


hanker and his industry that you will want as many 


people as possible to see it also—and in that effort 


you will have a part. This tells hou 
The Road to Better Living was made 


OR most of the more than three 
 preatiarse who will travel to New 
York in September for MBA’s 46th 
annual Convention, the top entertain- 
ment event of the occasion isn’t likely 
to be a Broadway show but, instead, 
the premiere of a new motion picture, 


“The Road to Better 


for everyone in any way 


Living’’—and 
connected 
with the mortgage industry it is a 
special motion picture indeed. It 1s 
film ever made about the 


banker MBA’s first 


venture into this field of public rela- 


the first 
mortgage and is 
tions. The picture is now in the cut- 
ting and editing stage but even before 
this refinement process began, it was 


unanimously agreed by all who had 
seen the initial rushes that the film is 
a real accomplishment and that the 
general objective which had _ been 
sought has been achieved far beyond 
expectations. In short, in this initial 
try at making a picture, MBA has 


scored a hit 


“The Road to Better 
about the mortgage industry and the 
a 28 minute 
takes an ad- 


Living” is 


mortgage banker and is 
The fact that it 
mittedly complex and difficult subject 


film 


and present-day operations of the 
mortgage industry are complex—and 
makes it understandable is an achieve- 
itself 


ment in But the picture does 


considerably more: it tells, in dra- 
matic terms and sequences, what the 
mortgage banker does, his role in the 
credit structure, his importance in the 
economy. In short, he is pictured in 
the rightful role he actually enjoys in 
across the 


hundreds of communities 


land—and the role is as a substantial 
member of his community. Here MBA 
the first 


their 


members will see, for time, 


their own industry and own 


operations pictured as they themselves 
would like to see them pictured. Here 
the mortgage banker assumes a warm 
and human role which, in the past, 
been to create, largely 


has not easy 
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because of the complex nature of his 


operations — and not for any other 
reason. 

“The Road to Better Living” is 
something that has been in the think- 
ing and planning stage for a long time. 
Actually 
ago when it 
agreed that one of the public relations 
ventures which the Association might 
undertake would be the production 
of such a picture. The idea then was, 
as it is now, to get it shown before as 


it goes back as far as five 


years was informally 


many people as possible, before clubs, 
organizations and on television. Dur- 
ing this period there were many starts 
and stops, much planning and then 
back-tracking to do some re-planning. 
This sequence of events was only natu- 
ral because in the mortgage industry, 
it was agreed by all, we had a subject 
which wasn’t going to be easy to con- 
vert into a picture with dramatic 
appeal yet still convey the many im- 


portant points which we wanted to 


convey. There was the all-important 
question of audience the picture 
had to be good or there would be no 
audience. 

The venture moved into the final 
stage with last year’s Public Relations 
Committee and has been completed 
under this year’s committee. The re- 
sult is what members will see at the 
New York Convention at the conclu- 
sion of the opening morning session. 
Then, over the coming months and 
years, “The Road” will be getting ex- 
posure all over the country and in this 
effort each member will have a part. 

No point would be served by telling 
the story of “The Road” here—that 
can wait for the premiere. But it is 


It takes some doing to make a movie. 
Now it’s time out from the shooting 
schedule for the cast and technicians 
to get together for a photo of 
themselves. All of these had a hand 
in “The Road,” either as a player 
or on the other side of the camera. 
Down front ts Bundy Colwell of the 
Colwell Company, Los Angeles, 
a PR Committee member, Brown L. 
Whatley, Frank McDonald, director 
of “The Road,’ Robert Thar pe, 
Atlanta, MBA second vice president 
and Jerry Fairbanks, pre stdent of the 
producing company. Center, what 
may soon be the most familiar 
mortgage office in the country 
ac tually it’s Mr. Colwell’s office. 
On location, the Jim Chandler 
of “The Road” and star of the 
picture. He’s Lyle Talbot, well 
known to movie and TV audiences 
for years. With him, Mr. Whatley, 
Walter Reed, who plays Jim Mercer, 
CX utive of the compan yw hose 
plant is financed with Chandler’s 
help, and Mr. Tharpe. 


about a mortgage banker and his 
name is Jim Chandler. He operates 
mortgage business in an average com- 
munity and he has done well. He is 


a respected and valuable member of 


the community. So, when an oppor- 
tunity arises for the location of a new 
plant in his community, a challenge is 
presented to him and he meets it 
admirably. One of his investors plays 
an important role in the plant financ- 
ing and there are houses to be built 
and they get built. The real estate 
industry makes a contribution and so 
do many others. All in all, directly 
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and indirectly, the story of Jim 
Chandler and this episode in his life, 
tells a great deal about how the mort- 
ge business works, the relation of 


correspondent and investor, the flow 
of investment funds throughout the 
country And it’s all conveyed in a 
warm and appealing way—you can 
be sure that it is no dull documentary 
so weighted down with statistics that 
no one outside the industry would be 


interested In fact, the single out- 





standing highlight of “The Road” is 





its high dramatic quality. It catches . ; . 4 
the viewer's interest in the opening Mortgage Benker Chandler closes the dea 


scenes and holds it throughout. It is vision was a young medium, Mr. Bolton, of Alexandria, Louisiana, Vice 
on that point principally that such Whatley wrote scripts and produced Chairman, the members on the film 
high hopes are held for its wide suc- ['V shows for his own firm which sub-committee working on the film 
cess. Its audience is estimated at proved highly successful as selling include Carey Winston, Washington, 
more than nine million with 300 tele- media. Many members will recall the D. C.; Stanley Earp, Detroit; Robert 
casts and it is believed that the picture MBA 1953 Miami Beach Convention H. Pease, Chicago; Bundy Colwell, 
will have an unusually long life ex- when he was responsible for another Los Angeles; Elmer H. Grootemaat, 
tending into several years in the fu- film venture—an entirely unique type Milwaukee; G. D. Brooks, Nashville; 
ture. Its organization showings can- of documentary in which a running C. Douglas Wilson, Greenville, S. C. 
not be estimated but these too should account was made of the Convention’s and Ralph E. Bruneau, Phoenix. 

be wide and frequent. Members will activities each day and the resulting The producing company was the 
have a job to do here film shown next morning at the ses- Jerry Fairbanks Organization in Hol- 


‘The Road” is the work of many — sion opening. Nothing like it had ever lywood, California and the whole 
people. Many MBA members have been done and the stunt proved a_ project was under the guidance and 


had a hand in bringing the produc- highly interesting event at that Con- direction of Film Counselors, Inc. of 
tion to completion and the contribu- vention six years ago. New York. 

tion of each one has proved valuable. In addition to James W. Rouse, PR So, be sure to see “The Road to 
But. in another sense. it might be Committee Chairman and Robert H. Better Living.” 


described as the achievement of one 
person—Brown L. Whatley, president 
of Stockton, Whatley, Davin & Com- 
pany in Jacksonville, Florida and a 
former president of MBA. The ex- 
planation is that “The Road” has 


Cs 


weleceowmee 


been his special project and he has 
worked long and hard at it. Mr 
Whatley headed MBA’s Publix Rela- 


tions Committee for several years : 
~~ A warm welcome awaits you at our 
when a picture was first proposed and ; 


discussed. Then this year, when it New York headquarters. You're 
has been produced, he headed a spe- invited to make our offices your 
ial film sub-committee when the Pub- : 
; —— when the headquarters when in New York. 
lic Relations Committee was headed 
by James W. Rouse of Baltimore. M1 


Whatley is unique in an Association 


And we're most happy to assist you 
in making effective presentations to 
venture of this kind because he hap- investors and maintain a continuous 
pens to be a professional in many flow of money to meet your needs. 
varied avenues ol public relations. As . , 
a very young man he was engaged 
in advertising and publicity and is \ NATIONAL BROKERAGE OFFICE FOR 
also an artist of professional caliber. FHA, VA, AND CONVENTIONAL LOANS 
After entering the mortgage field he 
continued his efforts in this field for 


his own company which is generally 


CRAWFORD HOUSING SERVICES 


DIVISION CRAWFORD CORPORATION, ESTABLISHED 1934 
intTwe Heart 37S PARK AVENUE, NEW YORK 


acknowledged to have been the leader 





in recent years in the high type of 


advertising and promotion done by OF THE NATION'S 
NEW CENTER OF 
mortgage banking firms. When tele- congumenineinen 
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President’s Page 


IT HAS BEEN A BUSY AND PRODUCTIVE YEAR 


NY MBA member firm maintaining an Asso- 
A ciation membership but failing to take ad- 
vantage of what I think is one of MBA’s most 
valuable assets—attendance at our annual Conven- 
tion—is disregarding a prized business opportunity. 
Few are in that category, as the advance registra- 
tion for the New York Convention, September 21 
to 24, clearly indicates; but if your firm should 
happen to be, let me suggest that you avail your- 
selves of the definite advantages to your business 
which our annual meeting affords. It’s for mem- 
bers only and is the one time, and in the only 
place, during the year where 
you can secure a full and ac- 
what’s 





curate perspective of 


ahead in our industry. 


In MBA, the Convention 
traditionally closes one year 
and marks the beginning of 
another and the year now 
closing has been one of the 





Walter C. Nelson greatest activity. If there is 
no sharp reversal in the last 
quarter, and after all the facts are in and properly 
weighed, we may find that 1959 was the best year 
this country has ever had; and while this may not 
fully apply to our industry, it has been an excellent 
year for us too. It has likewise been a good year 
for MBA; and since this is the last time these 
monthly comments of mine will appear, I might 
review as fully as the space will allow some of these 
achievements. During this year every single MBA 
committee had a specific and well-planned pro- 
gram of objectives and in not one instance was 
there a failure. Every committee was headed by 
strong leadership and approached its assignment 
with interest and a sincere desire to accomplish 
something. Some were more active than others, 
which is understandable because of the varied na- 
ture of the work involved. But in every instance 
the desire to achieve was there and the effort was 
put forth. To the committee chairmen and every 
committee member I extend my thanks. 


In legislative advice and counsel our efforts were 
largely concentrated at the national level and it 
seems to me that our influence was considerable in 
view of the final form which the housing bill seems 
certain to assume. Our membership—even though 
the Association continues to adhere strictly to a 
is right at 


‘ 


most careful selectivity of admissions 


an all-time high. Without this rigid screening, or 
even with a minor relaxation, it would be far 
ahead of anything known in the past. The exten- 
sive meetings held during the year have made a 
really important contribution to our industry—I 
cannot rate them too highly for what they provide 
in benefits to our members. We took a step this 
year in opening up the pension fund market with 
publication of the Collins-Bogen study. There’s 
much to be done here but a good and effective 
start has been made. More progress was made in 
greater standardization of forms. 


A most significant thing happened earlier this 
year which speaks well for the type of organization 
MBA is. When the problem of servicing fees as- 
sumed what seemed to be rather large proportions, 
we came to grips with it, took it apart and, as a 
result I think, accomplished a great deal in getting 
all the facts in their proper place. This was the 
year when the much-discussed motion picture 
about the mortgage banker and his industry was 
completed and will have its premiere at the Con- 
vention. It’s a really fine achievement, one of 
which every member will be proud. Whatever 
else you do in New York, don’t fail to see The 
Road to Better Living at the opening session. 


And so another MBA year ends. It has been a 
privilege for me to see so much of the mortgage 
industry this year and so many mortgage bankers 
and I appreciate the opportunity which the mem- 
bers have afforded me. I think I must have 
traveled more than 175,000 miles with possibly 40 
Association engagements of one sort or another. 
There have been weeks on end when almost my 
entire time was consumed with MBA—certainly no 
member knows what the job involves or how broad 
and extensive our Association and our industry 
have become until he takes over the Presidential 
responsibilities. Nevertheless, it has been a pleasant 
and rewarding experience and an opportunity for 
which I shall always be grateful to the MBA 


members. 


Sincerely, 


PRESIDENT 
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The EVOLUTION of 
MORTGAGE LENDING 


WENTY-FIVE years ago mort- 
gage lending was confined to the 
conventional lending by individuals, 


mortgage guarantee companies, sav- 


ings banks, building and loan associa- 


tions, life insurance companies, and 
commercial banks 
Mortgages were made for short 


periods of time, generally not exceed 


ing five years. Suc h investments rarely 


required periodic repayment and were 


usually renewed upon expiration at 


the going rate of interest at time of 


renewal or allowed to run as “open 


loans” with a rate of interest which 


subject to change 


the market for 


was upward) as 


mortgage loans in- 
‘ reased. 


Mortgave 


marily on a 


lending was also pri- 


direct relationship be- 


tween the borrower and the lender, 


and sales of mortgage investments 


were confined to those offered by 
mortgage guarantee companies, either 
as whole mortgages or through the 
medium of guaranteed mortgage cer- 


tincates 


Such was the pattern which seemed 
to fill the needs of both borrowers and 
1930s 


lenders into the early Such was 


the pattern which met the capital 


needs in the market up to 
that 


record-breaking 


mortgage 
which financed a 


937.000 


time and 


new non- 


farm private dwelling units in 1925 


that 
market—the 


Because of the many factors 


influence the mortgage 
greatest of which was the intervention 
of the government in the housing and 


mortgage field—the general pattern of 


This year—largely because it is the 25th anniversary 


of FHA which introduced on a wide scale so many of 


the innovations which are now established parts of 


modern mortgage lending—has been a time of stock-taking 


within the industry. Many people are taking a retrospective 


view of mortgage lending to see where it’s been, where it 
is now and what the future holds. That’s what Mr. Held 
does here, take a look back over the entire contemporary 


period of mortgage lending to reappraise the events 


of the past with some comments as to what they 


foreshadou for the future. 


mortgage lending has undergone sub- 
some of 


pattern 


stantial changes. However, 


the factors of the changing 
which were apparent in the 
World War II 


intensification and continuance of in- 
the post-World 


post- 
era were in effect an 
fluences present in 
War I period which were rendered 
dormant because of the depression of 
the 1930s and the second World War. 
Substantial demand for housing, ris- 
ing housing costs, rent control, maxi- 
mum building production and 
substantial funds for mortgage invest- 
ment were factors of influence in both 
post-Wa1 


phase of the mortgage market, namely 


periods. In at least one 
the single family unit, the intensifica- 
tion of this influence on the building 
and lending markets continued to in- 
crease, spurred on by governmental 
activity in the market, through the 
entire period from the early depres- 
1930s. 


sion years of the 


During the decade of the Twenties, 


By HARRY HELD 


seven million 
started, and of 
this number, 61 per cent were single- 
family dwellings. In the Thirties, with 
than three million 
started, the trend toward 
single-family units, with 78 per cent 
in this category. The 1940's showed a 
single-family 


a 
d./ 


than 
were 


slightly more 


dwelling units 


fewer dwellings 


was more 


further swing toward 
units, with 83 per cent of the 
million units started in this group. In 
the 1952-1957 period, single-family 
residences accounted for about 87 per 
cent of all housing starts. 

Although this trend toward succes- 
sively greater percentages of single- 
family starts has 
stantial change has occurred in one 
aspect of the pattern of total hous- 
ing starts which affects mortgage lend- 
ing. In the decade following the first 
World War, four-fifths of all starts 
were in urban outside of in- 
corporated areas of 2,500 or more. In 
the 1930's, the proportion had fallen 


continued, a sub- 


areas 





Senior Vice President, The Bowery Savings Bank, 
Vew York, at a meeting of executives of the 
Central Savings Bank of Baltimore 
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to less than two-thirds, and to 60 per 
cent in the 1940’s. This trend will 
continue, as housing locations within 
cities are almost non-existent, and in- 
sofar as housing is concerned, city 
boundaries are becoming more and 
more indistinct. In brief, it is becom- 
ing increasingly difficult to define so- 
called “urban areas” in the field of 
housing, as expansion of housing into 
suburban or rural areas surrounding 
“urban areas” are in fact a real ex- 
pansion of such area, even though not 
actually incorporated as part of the 
urban area it surrounds. 

This retrospective look at the back- 
ground of the mortgage market leads 
to a further review of mortgage mar- 
ket behavior in the post-World War 
II period up to the present time. As 
delineate 
the dominating influences which lead 


background, we must first 
to the government’s intervention into 
the housing and mortgage field via 
the National Housing Act of 1934. 
The most common answer to the ques- 
tion of why the government entered 
these fields as a national policy is 
“Well, I guess it was the depression.” 
Let’s look at the record. 

Prior to the passage of the Act, a 
the House 
Banking and Currency revealed the 
following facts: 


report of committee on 


>> That so long as any considerable 
amount of distressed property existed 
and continued to depress realty values, 
new construction could not be an- 
ticipated. 

>> That there were $21'% billion in 
home mortgages in the United States, 
and these were coming due at the 
rate of $2 billion each year. 

>> That the mortgage distress which 
much to 


unemployment as to 


resulted was due, not so 
homeowners’ 
their inability to refinance short term 
mortgages coming due. 

In the preamble of the National 


Housing Act, the fundamental pur- 


New 
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pose of the legislation was “to en- 
courage improvements in housing 
standards and conditions.” Two fur- 
ther goals were set, one to provide a 
financing system to make debt-free 
home ownership possible for Ameri- 
can families, the other to exercise a 
degree of stability in the mortgage 
and real estate market. 


Acceptance of the long term loan 
was a monumental educational job 
Note particularly the third point 
the mortgage distress which was re- 
sulting was due primarily to the own- 
ers’ inability to refinance short term 
mortgages coming due. This statement 
the from which de- 
veloped the recognition of the need 
for the long-term, fully- 
amortized type of financing for home 
properties. The public acceptance of 
this type of financing—and the uni- 
versal acceptance of such a plan by 
lending institutions also 
mental educational task. While there 
was an awareness that the security 
factor involved in a steadily increasing 
owner’s equity in his own home was 
most desirable from both the owner’s 
and mortgagee’s standpoint, this new 


was embryo 


use of a 


was a monu- 


pattern of home mortgage lending 
represented a revolutionary departure 
from more than a century of tradition. 
There is no doubt that the sponsor- 
ship by the government of this revolu- 
tionary plan of home ownership fi- 
nancing provided the vehicle which 
made possible the present pattern of 
home mortgage lending practice. 

We need not dwell on the period 
from the inception of the National 
Housing Act in 1934 to 1942 except 
to point out that the all-time high 
percentage of FHA insured, 
compared with total recordings of 
mortgages of $20,000 or 
reached during the war period of 1942 
when 28.9 per cent of the total re- 
cordings were FHAs. 


loans 


less, was 


During the entire World War II 
period, from 1942 to 1945 inclusive, 
privately-financed new non-farm 
dwelling units started totaled 832,000, 
of which 742,000 were in and 
two family units. These units included 
those designated as defense area wal 
housing. Annual production of dwell- 
ing units had constantly 
increasing basis from the low of 93,- 
000 units in 1933 to 620,000 units in 


one 


been on a 
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“Mortgages have traditionally represented the foremost invest- 


ment medium for savings banks and undoubtedly will continue 


to do so. 


techniques since the 1920s. 


1941. In the 1942-1945 period, this 
trend reversed and in 1944, the lowest 
production year of the period, only 
139,000 units were started 


Meantime, during the same period, 


holdings of government securities in 


institutional investors’ portfolios 
showed substantial increases, and ratios 
of mortgage loans to savings in such 
the 


1945 and 


institutions reached lowest point 


in their histories in 1946. 


which had a 
ol 


mort@eages 


Commercial banks, 
30.9 


in 


time 
1941, 
dropped to 15.8 per cent by 1945. 


peak of per cent their 


deposits in 
Life companies, which had a peak 
of 58 per cent of their policyholders’ 
equities in mortgages in 1927, 
1946 


dropped 


to 17.5 per cent by 


Savings and loan associations, which 
held 100 of 
loans to private repurchasable capital 


ove! per cent mortgage 
in 1922, dropped to an all-time low 


of 72.9 per cent in 1945 


Savings banks, which held a peak 
of 68.7 per cent of time deposits in 
mortgage loans in 1932, had reduced 
this igure to 26.8 per cent in 1946. 
With the four major types of mort- 
lending institutions holding the 
ol 


respective 


yr ue 
vat 


lowest percentage mortgages to 


savings in thei histories, 
and having the highest percentage of 
savings in government securities, a 
huge reservoir of investable funds was 
seek 
investments 
the 


relative 


readily available to aggressively 


higher yielding mortgage 


and to again build up ratio of 


mortgages to savings to de- 


sired portfolio percentages 


Thus, the stage was set—with a 
pegged government security market 

to provide the building industry with 
practically unlimited funds for mort- 
rage financing in the post-World War 


II period 


Che ensuing periods from 1945 to 
1950 1951 1958 


analysis and 


the end of and to 
considerable 
ol 
a bearing upon the future of 


market 


re quire 


evaluation because many factors 
having 


the 


tire period from 1945 to the middle of 


mortgage During the en- 


1950 three basic factors of importance 


38 


investment: 


ducing 
basis. 
basis soared from 208,000 in 


a new peak of 1, 















We have come a long way in mortgage lending 


to the mortgage lending industry were 
present. 


there was a continued de- 


First, 


mand for new houses and rental units; 
second, there were more than ample 
mortgage funds available and seeking 


and third, the building 


industry was in high gear and pro- 


on almost 


Housing 


an phenomenal 
annual 
1945 to 
1950. 


Starts on an 


352.000 in 


Mortgage ratios to savings jumped by 
1950 to: 


1301 Main 
Dallas 


Dallas T 


> 34.7 per cent in commercial banks, 
an increase of almost 120 per cent 
over the 1945 low of 15.8 per cent; 
> 29.2 per cent in life companies, an 
increase of almost 67 per cent over 
the 1946 low of 17.5 per cent; 
> 98.6 per cent in savings and loan 
associations, an increase of over 35 
per cent over the 1945 low of 72.9 
per cent, and 
> 40.1 per cent in savings banks, an 
increase of about 50 per cent over the 
1946 low of 26.8 per cent. 

Then things began to happen. 

The Korean War broke out in June, 
1950, and was accompanied by a 
scare-buying spree which, in turn, re- 
versed the savings trend substantially 
downward. In July, 1950, the Defense 
production Act was put into force 
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“We (mutual savings bankers) have expanded lending areas 
with the result of greater diversification of portfolio and have 
added greatly to the mobility of capital and the direction of it 
to its most productive uses as determined by competitive condi- 
tions in the capital markets.” 


and on July 19, 1950, restrictions were 
imposed on down payments and re- 
payment FHA and VA 
mortgages. Regulation X, restricting 
down payments and repayment pro- 


terms for 


visions for conventional loans on one 
and two family dwellings, became ef- 


fective October 12, 1950, and was 
extended to cover loans on multi- 
family dwellings in January, 1951, 


and on commercial buildings in Feb- 
1951. Restrictions on use of 
materials and 
struction of certain types of structures 
were instituted in October, 1950, and 
further tightened by amendment in 
January and May of 1951. 


ruary, 


critical barring con- 


Che full impact of Regulation X 
did not result in the expected limita- 
tion to 800,000 housing starts in 1951, 
primarily because of a backlog of 
FHA VA commitments 
mated at 500,000) which were exempt 
from the Regulation X provision be- 
cause they were issued prior to the 
imposition of the Regulation. In addi- 
tion to these direct curbs, a program 
of Voluntary Credit Restraint was in- 
stituted by the Federal Reserve Board, 
under which lenders were encouraged 


and esti- 


to reduce the volume of all types of 


loans. 

Many mortgage lenders began, in 
October, 1950, to take stock of out- 
standing commitments and to gear 


their mortgage lending to these new 
While this led to 
cutting back on new commitments, it 
until the March 3, 1951 
accord between the Treasury and the 
Federal Board 
that the greatest impact on the mort- 


situations. some 


was not 


Reserve was reached 
gage financing market was felt. Under 
this agreement, outstanding non-bank- 
eligible bonds of longest maturities 


were made exchangeable for a new 
issue, bearing 234 per cent interest, 
and the previous policy of supporting 
long-term government bond prices at 
slightly above par was discontinued. 
Che net result of this agreement was 
that, average 
yields on long-term investments (othe 


within a few weeks, 
than the new 234 per cent issue) rose 
from around 2.4 per cent to close to 


eee 


2.75 per cent, as the average prices 
fell from around 101.4 to 96.3, or 
slightly less. With many institutions 
depending substantially upon the sale 
of government bonds to build up their 
mortgage portfolios, this action re- 
sulted in an extremely tight mortgage 
market almost immediately. Some in- 
stitutions withdrew from the mortgage 
market almost entirely, pending sub- 
stantial reduction in the backlog of 
their commitments. There was an al- 


most immediate effect also in the 


mortgage market for FHA and VA 
loans, particularly the latter. 

Normally, changes in the money 
supply in the mortgage market have 
been subject to time lags of from 
four to six months behind the changes 
occurring in the general capital mar- 
ket. For example, the change in gen- 
eral credit and monetary policy after 
mid-1953 from restraint to active ease 
did not have any substantial influence 
on the mortgage market until late in 
1953 or early 1954. 

By the early part of 1954, funds for 
mortgage investment became more 
readily available because of a con- 
tinuing decline in yields on competi- 
Federally under- 

which the 
increased to 


investments. 
mortgages, on 
rates had been 


tive 
written 
interest 
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+4 per cent in March, 1953, became 
more attractive to investors and funds 
more 
1954, 
based upon a Federal Reserve survey, 
federally 
loans were substantially reduced and 


for such loans were much 


readily available. By August, 


discounts on underwritten 


in some areas were going at a slight 
premium. Also, according to the sur- 
vey, interest rates on conventional 
loans had declined 4 to 2 per cent 
from the interest rates on such loans 
in the last quarter of 1953. Activity in 
the mortgage market was reflected in 
the increases in housing starts from 
June, 1954, and continued throughout 
the year. Likewise, the total number 
of houses purchased in the second half 
of 1954 advanced sharply in both new 


and existing dwellings. 


This 1953-54 ex- 


perience indicates the time lag which 


resume of the 


was involved in that period. 


This leads to the question as to why 


there was such a quick about-face 
from a shortage of mortgage funds in 
1957. to 
dance of such funds in the Spring of 
1958 
other change in monetary policy. Part 
of the answers may be attributed to 
the fact that the mid-November, 1957 
action of the Federal Reserve Banks 


in reducing the discount rate by one- 


November, a relative abun- 


following so closely after an- 


half per cent induced a rush of funds 
into the capital markets in anticipa- 
In the 

high 
grade issues jumped 6 to 8 points in 


tion of a lower rate structure. 


bond market prices of many 
the short space of six weeks, an ad- 
which the Chase-Manhattan 


Bank Economic Report of January, 


vance 


1958, characterized as “virtually with- 
out parallel in the memory of market 
Chis further 
stated “The buoyant response of the 


professionals.” report 
long-term markets following the dis- 
count rate change and the subsequent 
caution of the Federal Reserve in re- 
leasing reserves provides an interest- 
ing contrast to developments in mid- 
1953, when a mild recession was just 
At that time the 
Federal Reserve promptly released a 
funds, 
Banks in turn expanded their port- 


getting under way. 


massive volume of reserve 


folios of short-term Treasury issues, 


and the money supply soon moved 
higher. Nevertheless, interest rates 
were relatively slow to respond. Not 
1953, 


alter free reserves had appeared, did 


until September, two months 


rates begin to drop in earnest toward 
their 1954 lows.” 

As the yields on bond investments 
decreased, activity in long-term fi- 
nancing began in mid-December, 
1957, to switch from the bond market 
to the mortgage market. As con- 
trasted with the mid-1953 develop- 
ments in the mortgage market, this 
switch as dramatic as that en- 
countered by the bond market. In 
that period, the resultant decline in 
yields on non-mortgage investments 
improved the competitive position of 
mortgages in the capital market. 

In addition to the switch in the 
yield differential situation, further fac- 
tors of consideration contributed to 
the substantial activity in the early 
1958 period in the placement of mort- 
gage funds. 

One was the curtailment in mort- 
gage lending during the immediately 
preceding periods. In the case of sav- 
ings banks, this is borne out by the 
fact that their mortgage position at 
the end of 1957 stood at $20,968 mil- 
lion and equalled 59.5 per cent of 
assets, in contrast to $19,559 million 
or 58.6 per cent a year earlier. For 
1957, mortgage loans gained $1,409 
million, or three-fifths of the increase 
of $2,280 million shown in 1956. The 
gain in 1957 was also $1,047 million 
less than the peak gain of $2,456 
million in 1955. 

Another factor was that during the 
“tight money” situation outstanding 
mortgage commitment positions were 
substantially contracted due primarily 


was 


to the competitive yield advantages 
of investing current funds in the bond 
markets. In New York State, for ex- 
ample, the mutual savings banks re- 
ported on September 30, 1956, out- 
standing mortgage commitments of 
$1,376 million; on September 30, 
1957, outstanding mortgage commit- 
ments were only $841 million, repre- 
senting a drop of $535 million from 
one year previous and down $760 
million from the $1,601 million figure 
of September 30, 1955. With curtailed 
commitment positions, when the 
switch came many investors found it 
necessary to begin a substantial build- 
up of commitments for 1958 delivery. 
The two-fold pressures of low out- 
standing mortgage commitment po- 
sitions and the effort to anticipate a 
lower rate structure plus reasonably 
satisfactory deposit growth in the first 
quarter of 1958 were undoubtedly the 
factors which modified the normal 
time lag period of reaction in the 
mortgage market to changes in mone- 
tary policy. 

Because of the 1958 activity in the 
mortgage market, the mutual savings 
banks during the year made mort- 
gages totaling $4,388 million, which 
was over $900 million more than the 
$3,464 million of 1957. 


As of March 31, 1959, mutual sav- 
ings banks held over $231 billion of 
mortgage investments, compared with 
slightly under $10 billion in 1951, or 
a 130 per cent increase in a period 
of 8 years and 3 months. 
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Government-underwritten FHA and 
and VA loans represent almost 60 per 
cent of total mortgage holdings of 
savings banks. Figures indicating the 
amount of these mortgages held on 
property located in non-savings-banks 
states is not available, but I would 
estimate it at somewhere between 
$54 to $6 billion. 

Mortgages have traditionally rep- 
resented the foremost investment me- 
dium for savings banks and undoubt- 
edly will continue to do so. We have 
come a long way in mortgage lending 
techniques since the 1920s. We have 
expanded lending areas with the re- 
sult of greater diversification of port- 
folio and have added greatly to the 
mobility of capital and the direction 
of it to its most productive uses as 
determined by competitive conditions 
in the capital markets. Also, new ele- 
ments of strength have been added to 
mortgage investments during recent 
years. In the study made by the Grad- 
uate School of Business Administration 
on The Investment Status of FHA 
and VA Mortgages, and published by 
MBA, this factor is commented on 
as follows: 

“While the past experience of insti- 

tutional investors with mortgages 

has been reassuring, several devel- 
opments of recent years have added 
new elements of strength to mort- 
gage investments. These develop- 

ments minimize the possibility of a 

recurrence of conditions like those 

of the 1930s. They include: 

1. Measures taken to prevent fu- 
ture depressions and deflation. 

2. Changes in mortgage loan con- 
tracts, particularly the universal 
shift to the amortized long-term 
loan in home financing. Even 
during the depression of the 
1930s foreclosures were far less 
frequent for mortgage loans that 
were fully amortized, a survey 
of loans made by life insurance 
companies and commercial 
banks shows. 

3. Changes in lending techniques, 
especially the greater emphasis 
upon “appraisal” of a borrow- 
er’s ability to pay.” 

As previously outlined, mortgage 
lending today has substantially 
changed since the 1920s. The dy- 
namics of mortgage lending today re- 
quires the following ingredients: 


The setting up of a policy regard- c. to anticipate the reinvestment 
ing mortgage loans based upon: of amortization. 

1. Flexibility With such a policy determination, 

2. Diversification an aggressive mortgage program can 

a. as to type be instituted on a sound basis. As a 

b. as to location most important phase of our invest- 
3. A knowledge of all phases of ment operations, programming for the 

the money and mortgage mar- best results is a must. To the extent 

kets that sound policy and programming 
4. A continuous program of mort- are developed, mortgage lending op- 

gage lending: erations can be effectively adminis- 
a. to assure constant investment tered with the greatest degree of suc- 
b. to average yields cess. 

POINT OF VANISHING RETURN 

“Non-farm home mortgage debt outstanding climbed in the first six 
months of this year by about $7 billion, compared with a rise of $10 
billion for all of 1958. . . . Overdrafts upon capital markets for home 
mortgage funds or over-stimulation of building activity under cur- 
rently developing boom conditions in the economy could precipitate 
or intensify a later downturn. ... The problem with housing is we've 
been trying to stimulate it in good times and bad, and we’ve almost 
reached the vanishing point of success unless we give houses away.” — 
Federal Reserve Board Chairman WiLut1aAmM McC MartTINn 
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A department sponsored by MBA’s Farm Loan Committee 





The Farm Loan Field and 
Conditions Today 


UCCESSFUL farm loan invest- 
S ment operations today 
special consideration of today’s type 
well as the 


require 
ol farm operation, as 
always important ingredient of judg- 
ment. Determination of the amount 
to be loaned on a particular property 
particular borrowe1 


to a requires 


judgment plus facts. It is unwise to 
use too much opinion and too little 
better than 


know the 


fact Judgment is no 


knowledge and you must 
area, the property, 
and the operation 
for which it is best 
adapted 
Chere are many 
different 


farming areas and 


types ol 
operations To de- 


vise an inflexible 





program and loan 
policy to fit all 


Lester Foreman 


types of farm op- 
erations is almost an impossible task. 
Chere are many procedures and ex- 
lending including 


periences in farm 


and management of 


before delving 


the processing 


farm loans, but into 


the details of farm loan investments, 


it may be helpful to analyze briefly 
the sort of person with whom we are 
dealing—the farmet 
Che farmer is an individualist. He 


likes to 


what he 


have his freedom to grow 


wants, market where he 


pleases and obtain his finances in his 


own manner. He wants his freedom 


even if it means sacrificing a little net 
income 


A farmer has been defined as a 


man who, by his own efforts and 


those of his family, produce from a 


piece of land, under his own direc- 


W hen a mortgage originator gets into farm lending (and, 
according to some well-informed authorities, a good many 
of them could profitably do so) the techniques and the 
procedures are entirely different. You look for different 
things, the weight given certain factors varies widely 

from city lending. Funds for farm loans are plentiful nou 
and most types of lenders are actively seeking good farm 
loans. Rates are in the 5\% to 6 per cent range and in most 
areas originators can lend 50 per cent of current sales price. 
Here Mr. Foreman makes a general analysis of conditions 
in this sector of the mortgage field. 


By LESTER B. FOREMAN 


Manager, Farm Loans, Business Men’s 


dssurance Company of America 


tion, enough to furnish a standard of 
living equal to that produced by simi- 
lar skill and investment in some other 
productive occupation. 

Some of the stern old laws of farm 
lending have been modified to meet 
modern conditions. We have requests 
for loans on that are 
than are capable of producing enough 
to support a family and repayment of 
the debt from an owner who 
receives off-farm With the 
expansion of our cities and their in- 
creased population, and with our im- 
proved road program and better trans- 


units smaller 


to be 
income. 


portation, many families prefer rural 


living who have steady permanent 
employment and deserve proper con- 
sideration for their financing needs. 
The ability of this borrower to repay 
a reasonable obligation cannot be ig- 
The law of supply and de- 


mand has not been repealed, there- 


nored. 


fore, a loan on many types of farms 
can be safely considered. 

Farm loans are expected to produce 
a fair earning to the investor com- 
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pared to earnings on other invest- 
ments properly considering the risk of 
capital, the necessary cost of acquir- 
ing, the maintaining of proper rec- 
ords, and the servicing costs. 

Current going interest rates on farm 
loans vary generally from 54% to 6 
per cent, with of course some excep- 
tions, depending primarily upon the 
size of the loan, the margin of security 
and type of operation of the unit. 
There are some variations in different 
communities and lending areas. 

The greater part of our Company's 
loans are purchased and _ serviced 
through correspondents. We prefer 
the advantages of handling loans by 
correspondents, and thereby benefiting 


from their close relations with bor- 
rowers and their understanding of 
local conditions in their immediate 


communities. 

To me, the greatest factor in ob- 
taining and maintaining our loan vol- 
ume is service to our borrower. The 
borrower is entitled to receive the 
very best service possible together with 


1 prompt decision on his loan needs. 
By the same token an investor must 
receive from the loan correspondent, 
ilong with the application, all perti- 
nent information regarding the bor- 
rower and security which would affect 
the consideration of the loan for 
prompt action. 

For the most part a lender is con- 
cerned in determining an amount he 
might safely loan on property, under 
average conditions, remembering to 
not overlook natural hazards, such as 
floods, drought, storms, freeze, noxious 
weeds, plant disease, or insect pests. A 
series of poor crops or even a single 
crop failure following a number of 
years in which agricultural prices have 
been at low levels, may result in finan- 
cial disaster to a borrower. Great ad- 
vances have recently been made, al- 
though some new methods are costly, 
which promise greater freedom from 
catastrophic losses. 

Hard work has not been banished 
from farming, but work without skill 
and capital has become fruitless. 

Borrowing by farmers is now about 
$231, billion. About $1114 billion is 
borrowed on real estate—the remain- 
ing $12 billion represents borrowing 
on non-real estate. This compares to 
farm real estate values of about $125 
billion and other farm physical and 
financial assets of about $78 billion. 

The total farm mortgage debt is 
less than 10 per cent of the total 
value of farm real estate. Approxi- 
mately 30 per cent of the farms have 
real estate mortgages with 70 per cent 
free of debt. 

Funds for farm mortgage loans are 
plentiful. Life insurance companies, 
Federal Land banks and commercial 
banks are actively seeking farm loans 
especially in the better agricultural 
areas. 

Current values generally are not out 
of line with current earnings on farms 
but few investors use current earnings 
as the basis of long term loans. Most 
lenders do not hesitate to loan ap- 
proximately 50 per cent of the cur- 
rent sale price in most areas, but there 
are some areas where the loan is made 
for no more than 25 per cent of the 
current market price. We should be 
concerned with stability and the im- 
portance placed on balance instead of 
expansion. We must be sure we are 
serving the borrower rather than sat- 
isfying our own personal gain or 
growth. To loan beyond the capacity 


of the borrower's ability to repay is 
not serving our borrower but may 
very likely increase our servicing costs 
or result in a later loss or a dissatis- 
fied borrower. 

Today the purchasing power of the 
farmer is good and he will continue 
to be prosperous if we maintain a 
prosperous economy, a relatively high 
business activity, a high level of em- 
ployment and an expanding economy. 

Agriculture and industry respond 
differently to decreased demand. In- 
dustry tends to reduce production and 
maintain price. Agriculture tends to 
maintain or increase production and 
take a reduced price. In either case 
income falls. Agriculture and industry 
respond differently because of the 
different nature of their costs and the 
differing degrees to which they can 
control production. 

We have a large surplus stockpile 
of major farm commodities and this 
surplus must be moved gradually. 
Shifting from rigid price supports to 
flexible supports must be done grad- 
ually with excess surplus disposed of 
Experience has shown 
that any severe change in methods 
must be brought about gradually. 


by degrees. 


Lending in a variable area is a con- 
tinuous problem. It is difficult to ob- 
tain accurate appraisals in areas char- 
acterized by severe changes in weather 
conditions, in fringe areas which have 
variable soils and in areas with uneven 
topography. In areas where farm land 
is highly variable, no two farms are 


exactly alike and close study must be 
given to the individual units for the 
long-term earning capacity. 

Land values in the fringe areas o1 
on inferior land invariably undergo a 
speculative rise during prosperous pe- 
riods and owners might enjoy a hand- 
some return during temporary periods 
of high prices and favorable weather 
conditions. On a declining market the 
price usually falls more rapidly than 
the rise. 

In determining loan payments to 
meet the borrower’s ability to repay 
we think of his net income. The price 
he receives, times his volume, minus 
his fixed costs and other expenses de- 
termines his net income. It is possible 
for him to have a relatively small net 
income during high prices. 

Principal payments determined for 
a loan should be carefully considered. 
Too many borrowers are over-opti- 
mistic about their ability to repay 
from crop yields and prices. Con- 
servative estimates of crop and live- 
stock production should be used. Don’t 
overlook the possibility of lower farm 
prices and production curtailment in 
the future. 

The most popular term for a con- 
ventional farm loan provides for a 
maturity of 15 and 20 years. Annual 
principal reduction of $30 to $50 per 
$1,000 or 3 to 5 per cent of the origi- 
nal amount of the loan, is required. 
The amortized loan has proven its 
value because when it is reduced dur- 


Continued on page 47) 
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The FINANCIAL DILEMMA of 


the “Independent” Federal Land Banks 


EADERS will recall the review 
of the financial operations of 
the Federal Banks outlined in 


the June [THE MorrGace 
heavy 


Land 
issue ol 
BANKER—the sale of amounts 
of short-term bonds to provide funds 
long-term loans. The ques- 
to “What 


happen if the time came that the gross 


for then 


tion was raised as would 


income from interest on ltarm loans 


did not meet the cost of interest on 
bonds outstanding plus the cost of op- 
eration?” It is clear that the ques- 
tion must, within a matter of months, 
be solved unless there is a very sub- 
stantial decline in the money market 

and that seems most improbable at 


this time. 


Recent quotations on Federal Land 
Bank bonds listed a total of $1,885,- 
000,000 outstanding of which $164,- 
000,000 fifteen-month, 1% per cent 
mature in October and $682,000,000, 
2.84 per 
June of next year 


averaging cent, mature by 
[ will not undertake to predict what 
will be Oc- 


I do, however, pre- 


the money market next 
tober or in June. 
dict that if market 


change, the Land Banks will, by next 


today’s does not 
June, begin incurring an annual op- 
erating deficit of $16,750,000 or more 
on the amount of its loans represented 
by this bonded debt! 

Here is the approach by which this 
prediction is made: 

With short 
+34 per cent, the Federal Land Banks 
well to sell 


term governments at 


will do extremely even 


short-term issues at as low as 5 per 


cent. Although the Congress has now 
removed the 5 per cent limit that can 
be paid on its bonds, that figure is 
estimated for this purpose as _ the 
thei: 


Here, then, is the 


average cost of refinancing 


through next June 


trend of their total average money 
costs with October and June pro- 
jected 
June 30, 1957 
3.07% actual 
June 30, 1958 
3.49% actual 


Recently MBA members have heard a great deal about a 


prospective legislative development of considerable importance 
in the farm loan field. Bills in Congress provided for the 
Federal Land Banks to make loans of any size, larger loans 


than they now make and partially amortized, or even 


unamortized, mortgages. Other than our own, there was little 


public discussion and the bills have now been passed. But the 


matter has not ended there. The big government farm loan 
unit, the Federal Land Bank System, still faces a financial 
problem of considerable scope and here Mr. Goodwin 


makes a thorough and searching analysis of just 


what confronts this agency. 


By EWART W. GOODWIN 


Member, MBA Farm Loan Committee; President, 
Percy H. Goodwin Company, San Diego 


At present 
3.46% our computation 
Projected October 1959 
3.74% if refinancing costs 5% 
Projected June 1960 
+.24% if refinancing costs 5% 
According to the Federal Land 
Banks 25th annual report for the 
fiscal year ending June 30, 1958, their 
total expenses, less the cost of money, 


indicate an average cost of operation 
of 1.087 per cent for that fiscal year. 
On this is predicated an estimate of 
1.05 per cent for use in this predic- 
tion. Strenuous efforts have been 
made to reduce expenses but will be 
offset by the initial costs of acquisition 
on the greatly increased volume of 
new business reported. 

The gross average interest rate must 
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ilso be estimated. Considering that 
nost of the Banks remained at 4 per 
cent well into 1956 with the largest 
increasing its rate to 44% per cent 
only in December of that year, an esti- 
mate of 4.4 per cent is considered 
generous. Therefore, if these esti- 
mates are accurate—and time will tell 
-the Federal Land Banks over-all 
percentage costs on $1,885,000,000 of 
its loans outstanding is presently 
t.51%—in October will be 4.79% and 
in June 5.29%—or 0.89 per cent over 
its average loan rate estimated at 4.4 
per cent. If and when accurate fig- 
ures on gross rate and operation costs 
become available, this prediction can 
be adjusted and exact computation 
made as the bonds are sold. 
Remember, this is in spite of all 
the tax free advantages the Land 
Banks enjoy over other lenders— 
mortgage bankers, insurance com- 
panies, commercial banks, and the 
forgotten man, the private investor, 
the retired farmer and other indi- 
viduals whose savings invested in farm 
loans represent 40 per cent of the 
farm mortgage debt now outstanding. 


A prevailing farm loan interest rate 
of 6 per cent seems inevitable by the 
end of this year unless there is a 
marked downtrend in the money mar- 
ket. Personally I would dislike to see 
rates go higher but I emphasize again 
that farm mortgage loans must com- 
pete with other avenues of investment 
for the investor’s dollar. My concern 
arises primarily from the years past 
when farm loans were, of necessity, 
made at at least a half point lower 
than the money market warranted— 
solely because of the competitive rate 
advantage of the Federal Land Banks, 
made possible to a considerable ex- 
tent by its short-sighted method of 
financing. 

As I see it, there are but four 
courses open for the Land Banks to 
meet this portending deficit which 
threatens to be more than a mere 
temporary problem: 


1. Draw on its reserves. 


2. Levy a special assessment on its 
members. 


3. Increase the rate on new busi- 


ness sufficiently to raise the 
average gross rate to the amount 
required. 

+. Appeal to the Congress for re- 

lief. 

Consider each possibility in this 
same order. Then apply your own 
judgment to the course that should 
be followed and observe with interest 
the developments as they actually take 
place. 

On June 30, 1958, the Federal 
Land Banks reflected in its annual re- 
port a net worth of $387,000,000, an 
increase of $11,000,000 for the fiscal 
year. (Had it repaid over the years 
the $277,000,000 fed into it by the 
U.S. Treasury from 1934 through the 
early 40’s, its currently healthy finan- 
cial condition would not prevail.) 
The report for June 30, 1959, is not 
yet available. This net worth of 
$387,000,000 was comprised of: 


$117,000,000 





Capital stock, owned 
by its members 


$118,000,000—Legal reserve 
$125,000,000—Surplus reserve 








William P. Carson, Vice President 
George S. Mehl, Vice President 
Victor H. Schlesinger, Vice President 
Frank G. Wilson, Jr., Vice President 
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$ 27,000,000—Earned surplus, for 
possible losses on 
loans and related as- 
sets 

This net worth is not all in cash, 
but is largely in farm loans and other 
investments, so only the net income 
is immediately available and quite ob- 
viously little than half 
offset the potential deficit. The legal 


reserve, surplus reserve and earned 


would more 


surplus should be preserved as a mat- 
ter of That 
leave available only the capital stock 


good business would 


owned by members and as it could 
be liquidated, it should be utilized to 
Owners please 


the extent necessary 


note! 
Che 


fairest solution to the problem. Simply 


second alternative offers the 


let present member beneficiaries pick 
up the tab by special assessment on 
benefits re- 


a pro-rata basis for the 


ceived—keep the reserves and stock 
intact and thus preserve the highly 
touted “independent status” of the 
Federal Land Bank System. This 


seems rather improbable since we've 


been unable to learn that rates re- 


duced on new loans as rates went 


down in early 1958 have been brought 
back to the level of the 


original note 


rate on the 


The third approach is one which 
some of the banks seem to be follow- 
a rate high enough on 


ing now. Levy 


new business which, with a stepped 


up volume, will bring the average 
gross rate up to a point that ends will 
meet. This seems a little unfair to the 
farmers borrowing now but we much 
prefer it to the effect on our own 
pocketbooks if the fourth alternative 
is pursued and successful. 

All members and everyone else con- 
cerned at all with agricultural credit 
should be on the alert, and vigilantly 
guard against, the faintest indication 


Federal Land Banks would 


seek this fourth and last way out if it 


that the 


finds itself in the dilemma indicated. 
If and when through the U.S. Treas- 


ury it reaches into our pockets, we 
will be thoroughly convinced it is not 
the completely “Independent Farmer- 
owned Cooperative Lending Agency” 
so widely and effectively proclaimed! 


take a look at 


interest rates. Is the very likely forth- 


Let’s present farm 


coming 6 per cent rate high? Funda- 
mentally, it must depend on the com- 
made If choose to 


parison you 


compare with the all time low of 4 
per cent experienced by many institu- 
tional lenders and the Federal Land 
Banks, a rate of 6 per cent is an in- 
crease of 50 per cent over and please 
the all time low! Check this 
against the indices for land values, 
labor or any commodity and carefully 
consider the worth of the dollar. 
Review the history of farm loan in- 


note 


terest rates: 

From 1910 to 1933 varied 
little according to estimates of the 
USDA, the average for the U.S. was 
6 per cent in 1910, 6.1 per cent in 
1920 (higher in the 20's), 6 per cent 
in 1930 and until about 1933-4 when 


rates 


we cheapened the dollar and the Con- 
gress subsidized a 3.5 per cent rate on 
Federal Land Bank loans. By 1940, 
rates had dropped to 4.6 per cent and 
in 1952 were up slightly to 4.7 per 
cent. 

Further, if we consider some recent 
issues of good grade bonds and utili- 
ties, farm interest rates today are, if 
anything, on the low side compared 
to the traditional position of mortgage 


investments in the money market. 
The interest paid by today’s operat- 
ing farmer is still a comparatively small 
portion of his over-all cost of produc- 
tion. While it is a sharply increased 
item in his budget today as compared to 
any period in history, this stems only 
partially from a nominal increase in 
rate. It is due primarily to the greatly 
enlarged loan amounts that borrowers 
and lenders place on the farm in the 
face of our highly inflated land values. 
All members of the Congress, MBA 
members and many others interested 
recently received a letter and support- 
ing statement from President Walter 
Nelson urging opposition to three 
items in legislation then pending in 
HR 6353 and S. 1512. The response 
was gratifying but in the way our 
legislative process grinds on, the hour 
was late and the legislation including 
some that much needed, 
passed. So now Federal Land Banks 
can step up their loan amounts still 
further by adding the amount of stock 
required to the 65 per cent of ap- 
praisal, make unamortized, or par- 


was was 
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the largest life insurance companies in America; and a 





rowing 


and extremely select group of commercial and savings banks, trust 
departments, pension trusts, retirement funds and private invest- 
ors. Our mortgage servicing accounts are in excess of $101,000,000 


— compared to 


now exceed $11,000,000 — com 
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ially amortized loans if desired, and 
10 longer need adhere to any maxi- 
num amount in one loan. 

Let’s not drop the fight on these 
items merely because this legislation 
was passed. Having finally alerted 
ourselves to the portent of the present 
course of the Federal Land Banks let’s 
insist on a mandate by the Congress 
that: 
>» The length of term on future Fed- 

eral Land Bank Bonds be commen- 

surate with the experienced average 
life of their loans. 
>» The Federal Land Bank system and 

its borrower members alone be li- 

able for any possible operational 

deficit or capital loss. 

> In the interest of preserving a con- 
tinuing sound agricultural credit 
program and adequate sources of 
same rescind the inflationary fea- 
tures of this recent legislation. 

Your Farm Loan Committee is con- 
tinuing to carefully review the prob- 
lem and will welcome any and all 
considered suggestions. Within the 
coming year, it is hoped that at least 
a preliminary and basic program can 
be evolved that will enlist the backing 


of all concerned in maintaining a 


sound agricultural credit program. 


FARM LOAN FIELD 
Continued from page 43) 
ing favorable years, we are in a much 
better position to allow the borrower 
relief on principal payments becoming 
due during unfavorable crop years or 
prices. 

The annual required principal pay- 
ment, in my opinion, is a greater fac- 
tor than the term as the number of 
years required to liquidate outstand- 
ing loans at the present rate of repay- 
ment is approximately ten. The turn- 
over rate was as short as 5 years during 
and shortly after the war when many 
farms were finding new owners and 
income of farmers was at its best. 

Almost every type of farming in the 
United States is characterized by fixed 
costs in varying degrees, but there are 
some types of farming with fixed costs 
high enough to contribute substan- 
tially to the farmers’ financial prob- 
lems in periods of declining prices. 

When considering a loan, what 
loan value should be placed on the 
buildings? It is difficult to place a 
definite value on them separately, and 
the buildings should be flexible to 


meet changing needs and uses. Build- 
ings do, however, affect the selling 
price of a farm. The use value, or 
utility value, is the primary consider- 
ation in determining the worth to the 
unit. In a dairy unit, the buildings 
make up a greater value to the whole 
balanced unit than buildings on a 
grain producing, mechanized unit, or 
on rangeland where buildings often 
have little economic value. 

Most of the increase in farm in- 
come during the past few years has 
been capitalized into the value of the 
land instead of into the value of the 
improvements. 

At the present time buildings repre- 
sent less than 25 per cent of the value 
of total farm real estate. This change 
in building value is due to the in- 
crease in total value of real estate, the 
decline in the number of farms and 
the increase in the acreage per farm. 
The ability of a farm to produce is 
the main thing for most farmers to 
consider. This must come from the 


soil. Good soils will support good 
buildings, but buildings will not ordi- 
narily support poor soils. 

A review of farm mortgage loan 
experience indicates many causes for 
mortgage distress. In one way or an- 
other the distress results from the in- 
stability and uncertainty of farm in- 
come. It would appear there are no 
inflexible rules to guide us. Each loan 
requires individual consideration. 

Net income is the measure of farm 
success and the key consideration is 
the ability of the soil to produce, the 
investor to obtain a satisfactory yield 
on his investment, the broker or cor- 
respondent a reasonable profit for his 
labor and a borrower satisfied with 
the service for which he pays. 


“The American people will soon 
return to national balanced budg- 
ets and governmental fiscal responsi- 
bility.’—Former Secretary of the 
Treasury GEorcE M. HUMPHREY 
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and HOMES FOR THE ELDERLY 


Commissions paid to correspondents 


Visit or Call us at the 
ROOSEVELT HOTEL while attending the 


ASSOCIATION CONVENTION 


| 

| | 
| | 
MORTGAGE BANKERS 
| | 
| 
l 


B. C. ZIEGLER AND COMPANY 


West Bend, Wisconsin 


Chicago Office—135 South La Salle Street 
Milwaukee Office—804 First Wisconsin National Bank Bldg. 


THE MORTGAGE BANKER * September 1959 47 





SCHOOL OF MORTGAGE BANKING 


Attendance, this summer, at the Stanford University sessions of When added to the 332 who took courses I, II & III at North- 
the MBA School of Mortgage Banking—80 students in Course I western University, they comprise a new record high: a total 
(above) and 51 students in Course II (below)—totaled 131. School attendance, for 1959, of 455. 
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1959 kdition... 
STANFORD UNIVERSITY: Courses I and II 


Continuing on, in what is fast be- 
coming a tradition with the MBA 
School of Mortgage Banking—where 
each succeeding year sets new records 

the Stanford University sessions this 
year again bettered their own com- 
bined attendance record of last year. 

Drawing upon 13 states and Can- 
ada, Course I was comprised of 80 
students, representing 63 companies 
in 35 cities. Course II drew its com- 
plement of 51 students from a 10-state 


area, and included representatives of 
41 companies in 29 cities. 

Each of the one-week sessions was 
preceded—as is also traditional—by a 
“Get-Acquainted Dinner.” Below is a 
random pictorial sampling of these 
dinners and some who participated: 

In first tier, left, an all-San Diego group 
consisting of Glenn Lasher, Richard Meyer, 
J. T. Kennamer, Wm. Mecke, Jr., Charles 
Chevric and Robert Stone. Next, MBA 


President Walter C. Nelson delivers a din- 
ner address. In middle tier, left, the speak- 





er’s table at the Course II dinner: Dr. 
Herbert E. Dougall, Stanford University; 
Silas O. Payne, San Francisco; Lewis O. 
Kerwood, MBA director of education; MBA 
vice president B. B. Bass, Oklahoma City; 
Dr. Theodore J. Kreps, Stanford University. 
Then: students John E. Gaspari and Glen 
D. Fairbanks, with B. B. Bass; faculty mem- 
bers Silas O. Payne, Ralph B. Wright, and 
G. C. Pettygrove; Richard G. Oller, MBA; 
and student H. H. Purdy, Santa Cruz, 
California. At bottom, a group shares in 
some pre-dinner refreshment, a fruit juice 
punch; and another group enjoys a dinner- 
hour serenade. 
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Servicing Tips from the Top 


A monthly department about Mortgage Loan Servicing 
conducted by W. W. Dwire, Citizens Mortgage Corp., 
Detroit, and member, Mortgage Servicing Committee 























Accounting Practices for Discounts, 
Commitments and Premiums 


ITH the many changes in the 
W mortgage market in recent years, 
accounting for items such as discounts, 
warehousing fees, commitment fee de- 
posits, and brokerage has assumed con- 
siderable importance. Oddly enough, 
there has been virtually nothing writ- 
ten on the subject in textbooks, trade 
magazines, accounting journals, or 
other media. 


Each 


collect from a builde1 


commitment fee deposit we 
or other appli- 
cant) is set up in an account in a 
Fee 


controlled by a 


Commitment Ledger which is 


General Ledger lia- 


bility account. As loans are closed 
against the commitment, the deposit 
the discount, 
the 


Commitment 


refund is offset against 
builder’s 


Fee 


is charged against 


the 


and 
account in 
Ledger. 
When an investor requires that we 
deposit commitment fees with him, 
another account is set up in the Com- 
mitment Fee Ledger. This represents 
credited as 
the 


and he has refunded the deposit. In 


a debit balance and is 


loans are delivered to investor 
most instances, the debit balance rep- 
resenting a refundable deposit we have 
with an investor will be offset by a 
credit balance representing a refund- 
ible deposit we owe a builder. 
Mortgages are set up on the books 
at their face value. However, the dis- 
count we collect at closing is set up as 
a credit to a valuation reserve ac- 
count and is offset against Mortgages 


Receivable 


When an investor pays us for a mort- 


lor statement purposes. 


gage, we charge the discount he has 
deducted to the valuation reserve ac- 
count and transfer any difference be- 
tween the deduction and the original 
discount collected from the builder to 


a Profit and Loss account (which can, 
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Strange, since these innovations in the mortgage 


business are now established parts of it, that 


so little has been published about accounting practices 


in connection with warehousing fees, discounts, 


commitment fee deposits, etc. 


Here’s the 


way they’re handled in one set of books. 


By M. J. GREENE 


Vice President, Southern Trust & 
Mortgage Company, Dallas 


in some instances, represent income 


and in others a loss). To illustrate, 
let us assume: 

Our deal with the builder is to close 
a $10,000 FHA mortgage at 98 with 
the purchaser to pay | per cent origi- 
We do not have the mort- 


gage sold to an investor at the date 


nation fee. 


of closing but subsequently do sell it 
at 97% and deliver it with an unpaid 
principal balance of $9,980.00. Our 
entries would be: 
|. On closing: 
DR. Mortgages Receivable . $10,000.00 
DR. Commitment fee 
deposits (refund 
DR. Cash-Discount 
Origination 
collected at 
per 
posited at 


100.00 
and 
Fees 
closing 
less 1 cent de- 
issuance 

200.00 

. .$10,000.00 


Valuation 


of commitment 
CR. Cash 
CR. Discounts 
Reserve ) 


; 5 200.00 
CR. Origination Fees (In- 


come Account).... 100.00 
2. Upon Receipts of investor 
commitment: 
DR. P & L on Sale 
of Mortgages 50.00 
CR. Discounts 50.00 


To reduce net value of 


1959 


mortgage to commit- 
ment price of 97%. 
3. Upon receipt of funds from 
investor: 
DR. Cash 
DR. Discounts 
(24% per cent 
on original 
amount) 250.00 
CR. Mortgages Receivable . 
CR. Miscellaneous Income 
Difference 
discount on original 
amount and discount 
on balance pur- 
chased) 
We have not set up general ledger 
controls over unclosed commitments 
outstanding; we merely maintain a 
memorandum set of records for this 
type of obligation. Unclosed deals are 
too uncertain and require too many 
adjustments of amounts, securities, 
etc. to make it practical to handle 
them by conventional double entry 
bookkeeping methods. Unquestion- 
ably, good control must be maintained 
over outstanding commitments but I 
do not think it fair to expect the gen- 
eral bookkeepers to keep up with the 
ramifications that go on in the aver- 
age production department prior to 
closing of loans. 


9,730.50 


9,980.00 


between 




















A WORK SHEET FOR PREPARING 
Investors’ Single Debit Report Forms 


ITH the increase in the num- 

ber of investors turning to the 
Single Debit method of mortgage ac- 
counting, and the corresponding in- 
crease in the number of loan cate- 
gories, this Company found that a 
worksheet prepared in 1952 for its 
first Single Debit account proved very 
adaptable to the many variations in 
the report forms received on each 
changeover to Single Debit. Despite 
the differences in forms, all reports 
necessarily require the same basic in- 
formation and this worksheet not only 
provided it but also located it all in 
one place. 

Worksheets are prepared for each 
category and arranged in the same 
sequence as the investor’s Summary 
Remittance form. As each category 
is established, a control for the num- 
ber of loans, constant P & I, and 
principal balances is set up for that 
category. Interest and principal are 
computed and recorded separately. 
See exhibit next page, Part 1.) Ad- 
vance and delinquent interest and 
principal are determined and _re- 
corded, completing the forecast for 
the following 30 day period. (See ex- 
hibit Part 2.) Forms from some in- 
vestors require this information but 
only as a total of the constant P & I. 
The advantage of splitting the con- 
stant P & I at the beginning of the 
month will be explained later. 

As new loans are purchased during 
the month by an investor, the con- 
stant P & I and the balance purchased 
are recorded on the appropriate work- 
sheet. If there are any accrued inter- 
est and principal amounts due the 
investor during the month on. this 
purchase, these figures are added to 
the worksheet and shown separately, 
as these items become adjustments to 
the forecast of the current month. 
(See exhibit Part 3.) Loans retired 
or repaid during the month are also 
shown but in a separate column, un- 
less an adjustment to the forecast is 
required. Some investors require amor- 
tization of the current month before 


By JULIUS J. HOHL 


Vice President, Oklahoma Mortgage Company, Inc., Oklahoma City 


applying a pay-off; others require that 
the loan balance as shown on the last 
trial balance be reported, plus all ac- 
crued interest, in which case the fore- 
cast requires an adjustment to the 
current month’s interest and principal. 

As each collection report is sent to 
the investor, the collected interest and 
principal and all additional principal 
applications of each category are re- 
corded on the appropriate worksheet. 
(See exhibit Part 4.) Loan numbers 
are shown for all additional principal 
payments, thereby insuring their list- 
ing on the Advance report at cut-off 
time. The amount of service fees re- 
tained and the net amount of the re- 
mittance are also shown on each 
worksheet. An adding machine tape 
of the net remittances of all categories 
included in the report is balanced 
against the investor’s remittance check. 


By following this routine for each re- 
port, the worksheets are in agreement 
with the remittances as the month 
progresses. If five reports are remit- 
ted, five lines normally would be re- 
corded, 

After the last report is mailed and 
recorded and while trial balances are 
being run by the machine operators, 
each worksheet is footed for the total 
interest collected, principal collected, 
service fees retained and total amount 
remitted to the investor. These foot- 
ings are then carried directly to the 
investor’s Summary Remittance form. 
Since everything has been balanced 
to the investor’s checks during the 
month, there should not be any vari- 
ance or difficulty in completing the 
Summary Remittance form. Compar- 
ing the interest and principal forecast 
with the actual interest and principal 





F.H.A. Facts. 


Advertising doesn’t have to be 
boastful, it can be helpful; and 
it is with this in mind that we 
suggest to you a little booklet 
we publish under the title of 
“F. H. A. Home Loans”. 

It contains all sorts of use- 
ful tables: down payments, 
monthly payments, mortgage 
insurance premiums, and amor- 
tization schedules. This book- 
let won't say anything about 


FINANCIAL puBLisHING COMPANY 
82 Brookline Avenue, Boston 15, Mass. KEnmore 6-1827 


COMPUTORS AND PUBLISHERS TO THE FINANCIAL FRATERNITY 


you, but if you give it to real- 
tors or others, it will help them. 
They will save and use it, and 
it will reflect good will back to 
you. It is not expensive: you 
can have 100 for 35¢ each or 
1,000 for 20¢ each, all im- 
printed. If you would like a 
free sample to look at, it is 
vours for the asking. Send 
vour card and on the back ask 
for publication No. 669. 
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collected, predicts immediately what 
the total net advance and arrears in- 
terest and principal amounts should 
the Advance and Re- 
ports received from the bookkeeping 


be on Arrears 
Che difference between the 
the 


Arrears 


machines 


interest and net 


Advance and 


predicted net 
interest of the 
Report will be 


will appear between the predicted net 


the same difference as 


principal, and the net principal of the 


Advance and Arrears report. If the 
difference is less than 50¢ the cate- 
gory is considered to be in balance. 


are less than 
depending on of the 
Che advantage of splitting 
P & I 
is evident here. Occasionally, in copy- 


Usually, the differences 


25¢, the size 


category 


the constant mentioned earliet 


ing schedules or posting payments, an 


application of P & I a year previous 


or a year later than the current month 


used in error. This could 


SO 
actual collections from the forecast 


might be 


result in a or $7 variation in the 
amount for interest and principal. If 
the « P & I used, this 
variation would not be evident. Since 
the 


than 


onstant were 


normal tolerance allowed is less 


O¢, a $6 or $7 variation would 
indicate an error in distribution and 
a check through the ledger sheets of 


If 


the diffe rence between the net interest 


that category would be required. 
amounts does not equal the difference 


between the net principal amounts, 
this would indicate that either an Ad- 


52 


vance or Arrears payment is missing. 
In such a situation, the predicted net 
interest and predicted net principal 
are combined and compared with the 
combined net interest and net prin- 
cipal shown on the Advance and Ar- 


rears Reports. The difference indi- 
cates the constant P & TI of a 
delinquent or advance loan not re- 


ported on the forms. Practice with 
the worksheets enables one to deter- 
an additional advance 
payment, or another delinquent pay- 


the re- 


mine whether 


ment needs to be shown on 
spective report, depending on the di- 
rection required to get in balance. 
previously reported on the 
all payment 


amounts and loan numbers, a quick 


Having 
worksheet additional 
check is also obtained as to whether 
all additional payments have been re- 
flected on the Advance Report. If any 
are missing, it is readily determined 
which loans and amounts need to be 
added to bring the Advance Report 
into balance. 

All the information needed to pre- 
pare the Principal Balance Reconcili- 
ation of each category is also obtained 
from the worksheet on each category. 

See exhibit Part 5. 

To proper internal control, 
the bookkeeping machine operators 
work independently from the work- 
desk and tie their Trial 
Balances, Advance and Re- 
ports into the worksheet predictions 


insure 


sheet must 


Arrears 
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and principal balance controls. The 
loan ledgers for each Single Debit In- 
vestor are arranged in the same order 
as his Summary Remittance form and 
the trial balances are prepared in the 
same sequence. This enables the 
Single Debit clerks to make an orderly 
and preparation of all 
monthly reports. 

The worksheet can also be helpful 
in ascertaining the collected status of 
simply computing 


systematic 


any category by 
the ratio of the collected interest to 
the interest that had been 
While it true many 
monthly payments received during the 
month can affect the percentage, in 
a large category the effect would not 
be too severe and furthermore, in this 
instance only an approximation is de- 


forecast. 


is advance 


sired. 

Keeping the worksheet 
posted as remittances are mailed takes 
very little extra time—but at a time 
when it can be afforded rather than 
on the 25th of the month, the usual 
cut-off time. It has been found that 
these worksheets have saved consider- 
able time and enabled the Company 
to meet all investor deadlines for 
Single Debit reports. At the present 
on the 25th of the month, this Com- 
pany cuts off some 4200 loans cover- 
ing 44 categories for three investors, 
and has been able to mail all required 
reports by the 27th or 28th of each 
month. 


currently 


= 





Adventure in Servicing Cooperation 


Editor’s Note: The Servicing Committee of Southern California 
VBA is widely known for its achievements in the fields of edu- 
cation and procedural developments in loan servicing. The fol- 
lowing article describing its history and growth is published so 
that other local MBA groups may be inspired to follow their re- 


warding steps.—W. W. Dwire. 


By T. P. FOSTER 


Treasurer, Winter Mortgage Company, Los Angeles 


FTER World War II, most mort- 
gage companies experienced a 
period of explosive growth. In many 
cases, portfolios doubled, tripled and 
even quadrupled in a few years. Man- 
agement, for the most part, concen- 
trated on the problems of loan acqui- 
sition. Servicing and servicing per- 
sonnel occupied a rather obscure niche 
in the typical company. Fortunately 
these were years of good times and 
full employment and serious servicing 
problems did not develop. Thus the 
fact that the servicing function re- 
ceived comparatively little high level 
attention did not adversely affect the 
successful operation of the majority 
of companies. 

In recent years, the greatly in- 
creased cost of operating the produc- 
tion department and the substantially 
reduced income derived from this 
source have caused management to 
look much more closely at the opera- 
tion of the servicing department. This 
interest has been intensified by the ac- 
tivities of MBA’s Servicing Commit- 
tee. This is evidenced by the large 
attendance at the various regional 
servicing clinics sponsored by the 
Committee. Another indication is the 
development of servicing committees 
functioning at the local level as a part 
of regional or state MBA organiza- 
tions. 

This is the story of the birth of the 
first such committee. 

Early in 1954, William N. Morris, 
now of T. J. Bettes Company of Cali- 
fornia, was transplanted from the 
comfortable mortgage servicing cli- 
mate of Texas to that of Southern 
California. There he became respon- 
sible for the servicing of mortgages in 
an environment considerably more 
advantageous to the borrower than 
that to which he had been accus- 


tomed. As a result, he found that 
many of his familiar collection tools 
and servicing procedures were either 
no longer available or were less ef- 
fective. After some months of strug- 
gle with the resulting problems, Mor- 
ris determined to find out how other 
companies were answering similar 
questions. 

As a result, a luncheon was ar- 
ranged. This original meeting was 
attended by, in addition to Morris, 
the servicing managers of four local 
mortgage companies and two repre- 
sentatives of VA. The resulting dis- 
cussion proved so informative and in- 
teresting that it was decided to meet 
again the following month. To 
broaden the scope of the discussion, 
each individual was encouraged to in- 
vite a guest. This procedure was fol- 
lowed for several months during 
which time the monthly attendance 
had grown to approximately fifteen 
and an informal organization had 
been set up. 

The early meetings were devoted 
tc open discussion with a minimum 
of formal program planning. How- 
ever, by the middle of 1957, it be- 
came obvious that a more formal type 
of organization was required if the 
group was to have the permanence 
and stability which now seemed de- 
sirable. It was therefore decided to 
seek affiliation with the Southern Cali- 
fornia MBA. By fall, the group was 
accepted and became the Servicing 
Committee of the Association. Since 
affiliation, the Committee has 
achieved the desired permanence. It 
has also acquired a prestige which 
would not have been possible under 
independent operation. This is one of 
the most important advantages of af- 
filiation as it opens up many program 
possibilities which would not other- 


Seruceing 


wise be available. 

The Committee is now well into its 
second year of operation as a part of 
the SCMBA. The Committee member- 
ship is composed of the servicing per- 
sonnel of those firms which are mem- 
bers in good standing of SCMBA. 
Officers consisting of a chairman, co- 
chairman, secretary and program 
chairman are elected annually. Since 
the Committee is a part of SCMBA, 
there are no fees or assessments re- 
quired. 

Luncheon meetings are held 
monthly and are of approximately 
two hours’ duration. Programs con- 
sist of either an address by a guest 
speaker or an informal discussion. In 
the latter instance, the panel type of 
meeting is used and panel members 
are usually drawn from within the 
Committee membership. In every 
meeting, regardless of format, infor- 
mality is emphasized. Questions and 
comments from the floor are encour- 
aged. These questions and comments 
from the membership have proven 
most valuable as they invariably lead 
to informative answers to specific 
problems. After each meeting, the 
Secretary prepares a written summary 
which is mailed to each member. This 
summary is quite detailed and _be- 
comes a valuable reference. 

Program planning emphasizes time- 
liness. As an example, problems con- 
nected with the payment of taxes and 
escrow analysis are discussed at the 
time that most companies are en- 
vaged in these activities. Should de- 
linquencies become an unusual prob- 
lem, a meeting devoted to this subject 
would be arranged. Also, each mem- 
ber has the opportunity to discuss 
particular problems with others prior 
to the start of the regular program. 
Such informal discussions often re- 
sult in the scheduling of a complete 
program. Programs are designed to 
answer the questions of those indi- 
viduals who are personally responsible 
for getting the job of mortgage serv- 
icing accomplished. Such people are 
interested in details as distinguished 
from generalities and programs are 
arranged with this in mind. Subjects 
of past meetings have included the 
legal aspects of foreclosure and trans- 
fer of title, bankruptcies, tax assess- 
ment procedures and problems, re- 
quirements of the State Insurance 


(Continued next page, column I) 
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Firm Hand Needed in Delinquencies 


One might think 


if he didn't knou 


better—that mortgage loan 


delinquencies were a pressing problem today in view of the abund- 


ance of comments and suggestions appearing in these pages on 


how to cure them. 


They arent, but whatever delinquencies exist 


are just that many too much, thus the welcome mat is always out 


lor ideas that have worked. 


or think the same way on the subject, if seems 


one case may 


not work in another. 


Vo two firms have the same methods 


what works in 
This article is the reasoning 


and philosophy behind the collection methods of one firm that 


have proved their merit. 


By LOUIS H. STALLMAN 


Manager, Mortgage Collection Department 
Federal Title and Insurance Corp., Miami Beach 


EN months 
linquency ratio of 5.7 per cent in 


3.650 


ago we had a de- 


about accounts of an investor 


25th as the cut-off date 


who ise’s the 
to determine thirty day delinquents. 
We have just computed the ratio for 
find it to be 


month and 


This 


delinquencies, whether thirty days or 


the current 


2.6 per cent ratio includes all 
more 

As this represents substantial prog- 
ress, a review of the various proce- 
dures used to accomplish this may be 
of interest to others 

One of the first and most important 
taken 


accounts that had paid late two on 


measures was to ferret out all 


times eight 


We 


more during the prior 


months requested each mort- 


affect the serv- 


icer and FNMA servicing problems 


Ccommussioner as they 


In these days of constantly increas- 


ing costs, the successful servicer must 


continually search for increased effi- 


ciency. In line with this, the Com- 


mittee has many times presented pro- 
grams in which the latest types of of- 
fice machinery were demonstrated and 
explained by the manufacturers. Also, 
systems and 


experts on accounting 


costs control have addressed the 
group. Equally valuable, the mem- 
bers themselves have freely made 


available to others the procedures and 
systems developed in their own offices 
which have increased their efficiency. 

Prior to the formation of the Com- 
mittee, contact between the compa- 
nies of this area at the servicing per- 
was, if not unknown, at 


sonnel level 


least rare. The existence of the Com- 


mittee has definitely changed 
this 


their problems and engage in a free 


very 


Servicing managers now discuss 


exchange of ideas, techniques and 


proc edures. 


gagor to come to the office for a per- 
sonal interview, during which we re- 
viewed the payment record, stressed 
date of the 
pointed out the extra money paid as 


the due installments, 


late charges, and sought the reason 
for the poor record. We analyzed the 
mortgagor's particular circumstances, 
recommended a payment practice and 
ended the conversation with a prom- 


ise by the mortgagor that the pay- 


time in the 
[hese promises were noted on 


ments will be made on 
future. 
the respective service record cards and 
the cards were segregated for follow 


Where 


promises and the substance of the in- 


up purposes. necessary, the 
terview were used as a point of con- 
with the 
months. 


tact borrower during the 
next few 

Of course, not all of the mortgagors 
received the 


who request for an in- 


terview appeared at the appointed 
time. As to those, a field representa- 
their 
through the same procedure. 


tive called at homes and went 

Another step was to examine the 
various printed form letters and no- 
which Being 
a firm believer in the individuality of 


tices had been in use. 
the borrower, it was decided that, as 
far as possible, printed forms should 
be avoided and the personal contact 
typewritten 
almost 


should be promoted by 
Accordingly, 
printed form was discarded. On the 


letters. every 
occasions when bulk mail was in or- 
der, a letter was composed to be used 
in the place of the old printed form. 
Knowing that neighbors in the sub- 
division tried to 
monthly meetings but is a continuing 
process carried on through the month 


compare notes, we 


by the members in personal contacts 
and by The Committee 
preserve the personal touch by vary- 


telephone. 


ing the phraseology somewhat and 
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actually composed two or three let- 
ters carrying the same message. The 
typist merely took each “form” alter- 
nately as she went through the list 
of those to be contacted. 

Another measure taken was to pre- 
pare, on a filing card, a composite of 
the payment record of each mort- 
vagor. This card showed the number 
of times during the past year that the 
account paid late and contained the 
date of payment of each installment 
during the current year. In addition, 
it contained a digest of each contact 
with the mortgagor. Where the con- 
tact resulted in a promise to pay by 
a certain date, the cards were diaried 
for one day later. Each day the diary 
was examined and a follow up tele- 
phone or personal call was made, as 
the particular record indicated was 
advisable. All the cards were exam- 
ined at frequent intervals and an an- 
alysis of these records formed the sub- 
ject matter for more personal “form 
letters.” 

Our telephone and personal contact 
procedures were also reviewed. From 
the information contained on the 
service record cards, it became ap- 
parent that telephone and personal 
contacts made before 4 p.m. usually 
failed to reach the mortgagor directly, 
and, that although messages were left 
with the wife or a child, the contact 
was not effective. We modified this 
practice and evolved the following 
procedure. We have two men making 
our personal contacts. We changed 
the hours of one man so that his hours 
were from noon until 8 p.m. His time 
was devoted solely to endeavoring to 
make telephone contacts. We found 
that we were reaching a great many 
more mortgagors directly by telephone 
and that the contact was much more 
effective. The substance of the tele- 
phone conversation was noted on the 
record card and the card was diaried 
for the day after the promised pay- 
ment date for follow up calls. Those 
accounts which could not be reached 
by telephone and those accounts 
where the telephone follow up had 
not produced the installment pay- 
ment, were turned over to a field rep- 
resentative who made a house visit, 
using the service record as the basis 
for his call. 

By this system we effectively reached 
each mortgagor sought to be con- 
tacted. The call was not routine. It 
was a specialized call. 


220 AND 221 


Continued from page 23) 


per cent of the unpaid principal bal- 
nce. On advance commitments, too, 
the seller must pay a % of one per 
cent commitment charge. 
Without FNMA support to 
the mortgage financing needs where 
private funds are either not adequate 
forthcoming, these programs 
made the progress 
Unfortu- 


meet 


or not 
would not have 
which, to date, they have. 
nately there has been a lack of sig- 
nificant participation on the part of 
private lenders. There have been ex- 
ceptions, of course, but the bulk of 
220 and 221 financing has had to be 
provided by FNMA; and, as empha- 
sized in this lead-off article, 
FNMA can discharge its responsibili- 
There 


series’ 


ties only to a certain degree. 
is a limit to the funds whch have been 
authorized—and that limit is fast be- 
ing approached. 

According to figures quoted by C. 
Franklin Daniels, FHA special assist- 
ant for urban renewal, of the more than 
$142 million in 221-insured, multi- 
family housing mortgages, FNMA has 
picked up over 64 per cent. And, of 
$56 million in single-family mortgages, 
FNMA has picked up 94 per cent. Of 
$194 million in commitments, 
73.2 per cent has been picked up by 
FNMA. 

FNMA, says Daniels, can foresee 
by projecting these figures into the 
future the need for at least one 
billion dollars’ worth of urban renewal 


new 


‘LAND TITLE 


SERVICE 
COVERS 





ALLIANCE - 


financing. And if this should be so, 
FNMA, according to its present rate 
of purchase, would be expected to 
pick up in excess of $850 million. 
With less than $100 million left of 
its original authorization, this is ob- 
viously an impossibility. 

“Mortgage lenders,” Daniels warns, 
“must realize that the financing of a 
relocation project is just as important 
as the slum clearance itself. Unless 
private lenders enter into it 
actively, the entire government-spon- 
sored program of urban renewal may 


more 


collapse. 

“If private lending institutions ab- 
dicate from the scene,” he emphasizes, 
“there will be increasing demands 
from ‘John Q. Public’ for more public 
housing; there will, of necessity, be 
an influx of public funds.” 

Urban renewal investment, it is 
clear, does offer challenge and oppor- 
And, 
because urban renewal so obviously is 
destined to provide a major outlet 


tunity to the mortgage lender. 


for mortgage investment, it becomes 
increasingly apparent that the mort- 
gage banker trite, but 
truthful) ‘“‘rise with the tide” and, in 
assuming a position of leadership, ride 
the crest of what MBA President 
Nelson so aptly terms “the definite 
wave of the future.” 


must (to be 


Because mortgage bankers are the 
createst users of government insured 
and guaranteed plans for housing, it 
is to their own special advantage to 
make use of and to do all they can 


successful continuance 


to assure the 





of the FHA Section 220 and 221! pro- 
grams. These programs—so vital to 
the redevelopment of our urban areas 

are, actually, “tools” which can be 
used to build up and increase the 
mortgage portfolios of those who learn 
to use them. 

Under Section 220 and 221 financ- 
ing there is opportunity—there are 
also obligations. In this connection, 
it is important that the 
banker assume responsibility for stir- 


mortgage 


ring up interest among his investors 
and his builders to into the 
developing phases of these programs. 


enter 


It is also good business. 

Because, basically, urban renewal 
is a community undertaking, any ur- 
ban renewal program must be a mat- 
ter of direct concern to every citizen, 
organized group and business enter- 
prise interested in furthering the com- 
munity welfare. As such, 
newal might well be identified as a 
natural part of a mortgage banker’s 
area in 


urban re- 


responsibility; for it is an 
which he can contribute much to the 
(and, 


and 


betterment of his community 


thus, to the country as a whole 


make money for himself while so 
doing. 
In the past, too many mortgage 


bankers either have been unaware or 
just plain disinterested in the very 
existence of this entire urban renewal 
development. Some, however — such 
as James W. Rouse and Guy T. O. 
Hollyday in Baltimore, Ferd Kramer 
in Chicago, Jay Zook in Cleveland, 


Herschel Greer in Nashville have 


56 Years Experience in Ohio Titles 
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And, as the 
more 


been leaders in the field. 


movement becomes more and 


a firmly established pattern on Amer- 
finance 


housing and 


horizon, the ranks continue to swell. 


ica’s mortgage 
Che experience of these “pioneers’’ is 
proving that there is a profit to be 
that 
residential re- 


made from urban renewal, and 


large-scale, planned 
newal projects, particularly, can prove 
top-notch investment opportunities 


lo cite one specific instance—mort- 


zage banker Dale M. Thompson and 
his Quality Hill” redevelopment 
project in Kansas City, Missouri, 1s 


providing the industry with a choice 
working” example of urban renewal 
operations under Section 220 financing. 

Thompson, in partnership with a 
Lewis Kitchen 
construction a 


local area developer 


currently has unde 


12-story, 133 unit, apartment build- 
ing. On a choice, high ground loca- 
tion, only some six blocks from the 


city’s downtown district, the property 
is expected to be ready for occupancy 
this fall 
Bond 


handling the 


Thompson’s firm, the City 


and Mortgage Company, is 


interim financing. At 
present, Thompson is operating with 
an FHA commitment—and he has a 
one of his 


buy the 


firm commitment from 


regular Eastern investors to 
loan permanently once the building 
is completed 


The 


1s slightly over 


loan, as it stands at 
$2 million 


the adding of a garage will make the 


present, 
However. 
which, incidentally, could 


final loan 


have been sold to at least one other 


investor—to be purchased by the in- 
vestor somewhat higher 

Chis particular building is but one 
phase of “Quality Hill” planning. Set- 


up as a long-range operation, the 


project’s future plans call for four 
idditional 20-story buildings or, 
about 750 additional units to be 
commenced sometime in 1960 No 
financing arrangements have been 


this added construc- 


Bond 


holds an option to again be Kitchen’s 


worked out for 


tion, but City and Mortgage 


arranging for and 
The 
plan” for the entire project has been 
Kansas City 
city council, but no FHA application 


financial partner, 


placing all financing “master 


processed through the 


has yet been filed 


Rental demand for downtown apart- 
like 


is and always has been great 


ments these, Thompson reports, 


Having 


provided previous financing for the 
same developer in this same redevel- 
opment area of the city, Thompson’s 
experience has shown that rental col- 
lections in the area have never aver- 
aged less than 98 per cent—and, ac- 
tually, have almost 
slightly in excess of 100 per cent. His 
financing for Kitchen was 
done under 608, back in 1950 or 
thereabouts, before 220 came into be- 


always been 


previous 


ing. In the same project area, five 


buildings—100 units each—were sold 
to two different investors, both repre- 
sented by Thompson; and, today, he 


is servicing these loans. 


[Thompson estimates that before the 
entire project is completed, he will 
have added some $15 million in serv- 
icing to his over-all mortgage port- 
folio. Those first five buildings brought 
in $3% million, the present building 
will draw in excess of $2 million, and 
two-thirds of the project is yet ahead 
of him. In his opinion, such loans 
are profitable; the servicing income 
is equal to that derived from any loan 
of comparable size. As he explains it, 
“I'd never have put money into the 
hadn’t felt there 


money to be made. 


equity, if I was 


“When you consider,” he continues, 
“that the cost of servicing a large loan 
is less than the cost of servicing a 
small, a 5 per cent gross rate on a 220 
loan can produce the same yield for 
an investor as 54% per 
The differential 


on the smaller loan is eaten up by the 


a 203 loan at 


cent interest rate 


servicing fee.” 


Agreeing that much investment in 
time and money must be made, before 
a 220 loan can be negotiated, Thomp- 
son points out that the same can be 
said with equal accuracy about any 


big loan activity. In handling any 
such loan—not only a 220, but any 
multiple housing loan—a great deal 


additional preliminary work must be 
done in developing the business, but 
“with 
house 


“this is true,” he reiterates, 


shopping centers, apartment 


conventional loans, etc.—any kind of 


large financing, in fact.” 


Mr. Thompson will be a featured 
speaker at MBA’s forthcoming con- 
vention in New York in September, 
and he will provide a detailed analysis 
of this superb case study in how one 
mortgage banker is making urban re- 
newal pay off. 
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In the fourth and final article of 
this to appear next month, 
other case studies of successful 220 
and 221 financing operations around 
the country will be presented. 

Last May, at the MBA Eastern 
Mortgage Conference, President Nel- 
son succinctly warned that “mortgage 
bankers must wake up to certain facts 
of life which, seemingly, they have 
been ignoring or brushing aside.” He 
was referring, of course, to the gather- 
ing forces for the all-out attack on 
slums, blighted neighborhoods, etc. 
“indeed, the whole vast field of urban 


series, 


renewal.” 

Well. 
waking up: neither as many as there 
could be; nor as many as there should 
be—but there is an awakening. It is 
a gradual awakening—and, gradually, 
a trend is developing. But it must be 


some mortgage bankers are 


accelerated. 

From all that has been said, writ- 
ten and printed—and, surely, I am 
not referring exclusively to the re- 
stricted limitation of this one article 
alone—it must be painfully apparent 
that urban renewal any 
substantial measure, will depend on 
the ability and the willingness of in- 
vestment sources to participate ac- 
tively in the program. 


success, in 


Affirmative private enterprise par- 
ticipation is the key! And, it is within 
the scope of the mortgage banking 
industry collectively—within the scope 
of mortgage bankers, individually—to 
provide this key. 


It rests in their hands! 


“Mortgage credit outstanding in- 
creased $14.8 billion to $171.4 billion, 
of which $118 
loans on one to four-family houses. 
Since 1945 mortgage debt in the U. S. 
has more than quadrupled. Wide- 
spread home ownership in the U. S. 
where more than half the families own 
their own dwellings—is something we 
are proud of. But we also have to 
recognize that the demand for mort- 
gage financing tends to pre-empt the 
bulk of the national savings flow and 
at times to create financing difficulties 
for governmental bodies as well as 
public utilities and industrial corpora- 
tions.” —First National City Bank of 
New York Bank Letter 


billion represented 


n 


n 








A California corporation headed by 
H. Leslie Hoffman, founder and presi- 
dent of the Hoffman Electronics Corp. 
in Los Angeles, has purchased West- 
ern Mortgage Corp., Los Angeles real 
estate mortgage correspondent for the 
Metropolitan Life. Western is one of 
the country’s largest mortgage firms. 

The new corporation will operate 
under the Western name, with no 
change in personnel, policies or pro- 
cedures contemplated, according to 
Jack Irvine, who will continue as 
president. Hoffman will be the con- 
trolling shareholder. The corporation 
will continue to represent Metropoli- 
tan Life in California, except in San 
Bernardino and San Diego counties. 

Jack Flynn has been named execu- 
tive vice president of the Inland 
Mortgage Corporation, Piqua, Ohio, 
subsidiary of In- 
land Homes Cor- 
poration. In an- 
nouncing the 
appointment, E. E. 
Kurtz, President, 
stated that Mr. 
Flynn’s compre- 
hensive back- 
ground in the 
mortgage finance 
field qualifies him 
to head the rapidly expanding mort- 
gage activity related to the Inland 


Jack Flynn 


Homes Corporation. Flynn was for- 
merly associated with the J. I. Kislak 
Mortgage Corporation of Jersey City, 
New Jersey. 


Jason W. Stockbridge, president, 
Central Savings Bank of Baltimore, 
announced the appointment of the 
S. L. Hammerman Organization, Inc., 
Baltimore and Washington mortgage 
bankers, as servicing agents—the first 
appointment of a servicing agent in 
the bank’s 104-year history. 


Donald L. Fraser, former assistant 
attorney general of the State of Flor- 
ida, and recently vice president of 
Dade-Commonwealth Title Insurance 





Company, has 
been elected a 
vice president of 
The Drummond- 
Blow Title Corpo- 
ration, Miami. He 
is a graduate of 
the University of 
Miami law school. 
His wide experi- 
ence includes 





Donald L. Fraser 


teaching contracts 
and negotiable instruments at that 
university. During World War II, he 
was an officer in the Navy. Drum- 
mond-Blow recently moved its main 
office to 201 S.E. First Street, Miami. 
The Corporation issues title insurance 
policies through Commonwealth Land 
Title Insurance Company, Philadel- 
phia. 


Mortgage and Trust, Inc., of 
Houston announced the election of 
three of its officers to new postions. 
M. McConnell, president since 1948, 


becomes chairman of the board. 


Jerome L. Howard was elected 
president. He was formerly executive 
vice president. 

Murry D. Kennedy is now execu- 
tive vice president and counsel. As 
vice president and counsel, Mr. Ken- 
nedy has headed the conventional 
loan department. 


Albert J. Earling, president, Mort- 
gage Associates, Inc., announced that 
John B. Straub has joined the firm as 
vice president of 
its Amortized 
Mortgages Divi- 
sion. From 1956 
until recently, Mr. 
Straub was vice 
president and gen- 
eral manager of 
Harnischfeger 
Homes Accept- 
ance Corporation. 
From 1950 until 
1955 he was vice president and gen- 
eral manager of General Industries 


John B. Straub 


Mortgage and Investment Corpora- 
tion, Fort Wayne, Ind. For several 
years prior to 1950, Mr. Straub was 
vice president of Amortized Mort- 
gages, Inc., a predecessor of Mortgage 
Associates. In his new assignment, 
Mr. Straub will head development 
and expansien of the company’s serv- 
ices to investors, builders, savings and 
loan associations, pension and trust 
funds, and other lenders. 

G. William Abrell has been named 
manager of the Oakland mortgage 
loan office of Pacific Mutual Life In- 
surance Company. He began with 
Pacific Mutual in 1958 as a loan 
representative. Prior to joining Pacific 
Mutual, Abrell was in the real estate 
brokerage and banking fields in north- 
ern California and was a state direc- 
tor of the California Real Estate 
Board in 1958. 


Colonial Mortgage Service Com- 
pany, Upper Darby, Pa., has ac- 
quired all of the outstanding stock of 
Eastern Mortgage Service Co., Phila- 
delphia. The two businesses have been 
merged and will continue under the 
name of Colonial Mortgage Service 
Company. 

Directors of Colonial elected A. H. 
Weiss and Monte H. Tyson, co-chair- 
men of the board; H. Bruce Thomp- 
son, chairman of the executive com- 
mittee; David H. Solms, president; 
and Mitchell Leiber, executive vice 
president. 

Mr. Weiss had been chairman of 
the board, Mr. Tyson, chairman of 
the executive committee, and Mr. 
Thompson, president of Colonial since 
its founding in 1942. Mr. Solms had 
been president of Eastern since 1956. 

The combined companies have over 
300 employees and are servicing over 
10,000 mortgages, aggregating $400,- 
000,000. 

Thomas S. Hession, for the past 
four years assistant vice president of 
Occidental, has been elected vice 
president and manager of the mort- 
gage loan department. He joined Oc- 
cidental in 1947. 

He attended Bradley University 
and is a graduate of the University 
of Michigan Law School. He was as- 
sistant states attorney in Peoria from 
1940 to 1942, and came to Los 
Angeles in 1946, where he was em- 
ployed by California Bank. 
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Directors of the Franklin Life In- 
irance Co., Springfield, III 
Charles C. Barrett vice president and 
loans At the 
same time, they Vice 
President Henry M. Lutz as senior 


elected 


manager! mortgage 
desig nated 


vice president in charge of invest- 





H. M. Lutz 


C. C. Barrett 


Barrett joined Franklin Life in 1955 
as manager, mortgage loans. He came 
to Franklin from Greenebaum Mort- 
gage Co., Chicago, 


as vice president for 


where he served 
several years. 
Prior to that he was executive vice 


Wilson Mortgage 


and Finance Corporation, Chicago 


president of Percy 
He is a graduate of the University 
of Oregon and John Marshall Law 
School in Chicago. He is a veteran 
of World War II 
A native olf 


associated with the Franklin as vice 


Texas, Lutz became 


president in charge of investments in 
1940. A nationally recognized invest- 
ment expert, he prev iously was execu- 
tive vice president of Mahan-Dittmar 
Co., then the largest investment bank- 
ing firm in the South 

Lutz is a member of the Springfield 
Public 


been associated with many Springfield 


Building Commission and has 


civic endeavors since joining Franklin 
Life 
At the J. 1 


Inc these 


Kislak Mortgage Com- 
pany changes were an- 
nounced 

Edward Bergen, who heads up the 
National Brokerage Division, has been 
With the or- 


ganization since 1954, he is responsible 


named vice president 


for the origination and sale of mort- 


rage loans throughout the United 
States 

Felix Beck, who came to the com- 
pany two years ago, has been named 
vice president. He directs all internal 
office operations and is also active in 
the mortgage sales program 

Harold Buchbinder, named vice 


president, has been associated with 


the organization since 1949. He is 
manager of the conventional invest- 
ment mortgage division and directs 
the sales effort on Kislak’s New Jersey 


loan originations. 


B. Saunders Brooks has been named 
manager of the commercial and in- 
dustrial property department of W. A. 
McKinley Dallas, James 
Cheek, Since 
1953 he has with 
Pacific Mutual Life Insurance Com- 
pany and for the past four years has 
been manager of its Salt Lake City 


Company, 
partner, announced. 


been associated 


district mortgage office 


R. B. Roberts, III, has been named 
president of Keyes Mortgage Com- 
pany, a new subsidiary of The Keyes 
Realty Companies of Miami, Kenneth 
S. Keyes, chairman, announced. 

Roberts was promoted from vice 
president of the former Keyes Mort- 
gage Department when each major 


department ol the company was re- 





organized this month as a full-fledged 


company 

Earl D. Bullard, servicing and clos- 
ing manager, was named vice presi- 
dent of the new Keves Mortgage 
Company 

Roberts, who has been with the 
Keyes organization for 10 years, is 
past president of the Mortgage Bank- 
ers Association of Miami 
Fla.) and is a past vice president 
of the Florida MBA. 

He has also served on the MBA’s 


legislative, conventional and GI loan 


Greater 


committees 

A native of New York, Roberts has 
lived in Florida since 1921 when his 
family moved to Miami. He gradu- 
ated from Coral Gables ( Fla.) High 
School and the University of Miami 
in that city 

During World War II, Roberts 
served as a lst Lt. in the Chemical 
Warfare Service 

Above, Mr. Roberts, Mr. 
left) and Mr. Bullard 


Keyes 
right 
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Ronald E. Gettel, since 1954 a vice 
president and in charge of mortgage 
loan production for Waterfield Mort- 
gage Company, Inc., Fort Wayne, 
Indiana, heads the newly opened 
Orlando, Florida office of the Com- 
pany, it was announced by Richard 





Ronald Gettel V. E. O’Connor 


H. Waterfield, president. At the same 
time, it was announced that Vincent 
E. O’Connor, treasurer of Waterfield, 
has been placed in charge of mortgage 
loan production at the home office in 
Fort Wayne. 


Royce F. West has been elected 
assistant vice president of Statewide 
Mortgage Company, Atlanta, William 
T. McCollister, president, announced. 

He will continue as manager of 
mortgage servicing, together with the 
production of new business for the 


company. 


Opening of a California business 
office and the appointment of A. J. 
Marriott as state manager for Stewart 
Title Guaranty Company has been 
announced by V. C. McNamee, senior 
vice president. Expansion of Stewart 
Title into California marks the seventh 
state in which the firm now operates. 


David A. Garber has been named 
a vice president of P. A. T. Homes, 
Tucson, Arizona. He will head the 
mortgage and land development de- 
partments of the firm. He was for- 
mally assistant vice president ol 
Newell and Robb Mortgage Bankers, 
and was with the Southern Arizona 
Bank and Trust Company, both of 
Tucson. 

QO. Earl Kearney has been ap- 
pointed vice president in charge ol 
the conventional loan department of 
Mortgage Canton, 
Ohio. He was formerly with The 
Trust Company, At- 


Securities, Inc., 


Commercial 
lanta. 











A. Milton Burke, vice president 

id manager of Occidental Life of 
California’s mortgage loan depart- 

ent, has retired after 29 years with 

he company. Burke, a director of 
Capital Company of San Francisco, 
has been an Occidental vice president 
since 1952 and mortgage loan depart- 
ment manager since 1949. He joined 
the company as assistant manager of 
the department, and has seen the de- 
partment grow from a staff of three 
to a staff of 70. 

V. R. Steffensen, senior vice presi- 
dent, First Security Bank of Utah 
N. A., has been named executive vice 
president, First Security Bank of 
Idaho N. A. Mr. Steffensen will also 
be a director and serve on the execu- 
tive committee of the bank. 

Mr. Steffensen is a member of the 
board of governors of MBA and has 
served two terms as president of the 
Utah MBA. 

Mr. Steffensen has worked closely 
with FHA for many years in advisory 
capacities representing the banking 
industry. He has lectured for five 
years at the School of Mortgage Bank- 
ing at Stanford University, and is 
co-author of “Home Mortgage Lend- 
ing,” textbook of the American Insti- 
tute of Banking. 

Ralph B. Wright, president, Union 
Bank & Trust Co., Salt Lake City, 
has been named a senior vice presi- 
dent and will become a director of 
First Security Bank of Utah N. A. 
Mr. Wright will continue as president 
of Union Bank & Trust, which be- 
came affiliated with First Security in 
1957. He succeeds Mr. Steffensen. 

Mr. Wright will direct First Se- 
curity’s mortgage and real estate op- 
erations in cooperation with vice 


presidents S. R. Nielson, Raymond G. 


Willie and Denzil 
assistant vice president 
Lambert. 

Mr. Wright lectured at Stanford 
University’s School of Mortgage 
Banking, sponsored by MBA, where 
he has been on the faculty since 1952. 
For the past 20 years he has also been 
a lecturer on banking and real estate 
subjects at the University of Utah, 
and is a member of the clinic and 
education committees of MBA. 

Robert D. Syer, president, Allied 
Building Credits, Inc., announced the 
appointment of Rudolph F. Novotny 
as investment representative in New 
York. Mr. Novotny was formerly 
with the Bowery Savings Bank, New 


York. 


Petterborg and 
Norval H. 











WANTED 
TOP EXECUTIVE 


We believe we have a rare op- 
portunity to offer a seasoned 
mortgage executive to become 
the operating head of a mort- 
gage company located in the 
middle East since 1938. The man 
we are seeking must have well- 
rounded experience and be ca- 
pable of negotiating with pros- 
pective developers of all types 
of conventional properties, make 
appraisals, and prepare submis- 
sions to institutional investors. 
He must have ample knowledge 
about FHA and Gi and have 
successfully managed personnel. 
To the right man, we offer a 
salary of $25,000 plus expenses, 
a percentage of the profit be- 
fore taxes and also an attrac- 
tive stock option arrangement. 
Please write in great detail. All 
communications will be held con- 
fidential. No references will be 
contacted without permission. 
Our personnel are aware of 
this advertisement. Write Box 
601, The Mortgage Banker. 




















a 








the greater Miami area. 


Washington St., Chicago, Ill. 














EXECUTIVE MORTGAGE MANAGER 


A well established northern mortgage banking firm underwriting 
its own business is in the process of opening its Florida office in 


The man we seek must be of high executive calibre, have com- 
plete knowledge of mortgage banking and financing, including 
the processing and origination of FHA and VA mortgages. He 
must have builder and broker contacts. State salary or compensa- 
tion desired. Interviews after receipt of full detailed resume. Reply 
in strict confidence to Box 608, The Mortgage Banker, 111 West 





PERSONNEL 


AND BUSINESS NEEDS 
In answering advertisements in this column, 
address letters to box number shown in care of 
The Mortgage Banker, 111 West Washington 
Street, Chicago 2, Illinois. 























FLORIDA—FHA MORTGAGE 
SOLICITORS 
Men with FHA-VA mortgage experience 
who want to locate in Florida with a good 
position in a good company, please send 
picture and experience summary to Box 553. 


Well known Eastern Insurance Company 
interested in securing experienced mort- 
gage man for position of Officer status. 
Age 35 to 40. College graduate. Insur- 
ance Company background, including com- 
merical and investment property appraisal 
experience preferable. Starting salary $12,- 
000.00 to $15,000.00, depending upon 
proven ability and capacity to qualify for 
position of growing Executive importance. 
Résumé and small photograph helpful. 
Write Box 592. 


Mortgage Officer, 36, college, law gradu- 
ate. Extensive industrial, commercial, resi- 
dential experience. M.A.I., employed five 
figure salary. Seeks top level position. Give 
details. Write Box 602. 


SERVICING MANAGER 
Large Northern California mortgage bank- 
ing firm, now servicing in excess of one 
hundred million, has excellent opportunity 
for experienced Servicing Manager. Must 
be thoroughly experienced in machine tab- 
ulating procedures and all phases of loan 
servicing. Must be capable and possess 
qualifications for future growth. Applicants 
should submit complete résumé covering 
business experience, education, family, 
starting salary expected. All inquiries 
strictly confidential. Write Box 603. 


Louisiana mortgage banking firm with 
approximately $50,000,000 in servicing 
desires manager of Servicing Department. 
Loan accounting maintained on punch 
card system. Please furnish photograph 
and outline of experience. Write Box 604. 


Wanted: Manager, mortgage loan depart- 
ment. Long established agency. City of 
70,000 upper Midwest. Write Box 605. 


EXECUTIVE POSITION AVAILABLE 
Large, established, southern mortgage com- 
pany has opening for Florida branch man- 
ager. No travel necessary. Must have ex- 
perience in VA, FHA, and conventional 
originations and submissions. Opportunity 
unlimited. We will be in New York the 
week of September 21 to interview eastern 
applicants. Reply, in confidence, to Box 
607. 








MORTGAGE 
SALES 
OFFICER 
Long established Mid- 
west real estate and 
mortgage company has 
opening for mortgage 
producer. Salary open. 


Write Box 606. 
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Stop Me If 





You've Heard— 








A slightly hilarious guest at a party 
embraced a strange woman by mis- 
take. He apologized: “Excuse me, I 
thought you were my wife.” 

“You're a fine sort of husband for 
any woman, you stupid drunk,” said 
the woman, angrily. 

the 
even 


exclaimed 


“You 


“There, you see?” 
tipsy one triumphantly. 


talk like her!” 


Visitor:. “I see you raise hogs al- 
most exclusively here. Do you find 
they pay better than corn and po- 
tatoes?” 

Hill-billy: “Wal, no. Yu’ 


stranger, hawgs don’t require no 


& 


Millie: “I went out last night with 
a Southerner. He took me to dinner 
and dancing and was a perfect gentle- 
Then he took home in a 


see, 


hoein’.” 


man. me 
cab.” 
Lillie: “What happened then?” 


Millie: ““He got a bit Northern.” 


ee 


A couple of rocket scientists were 
standing at the Pearly Gates. 

“I’m sorry,” said St. Peter, “but you 
can’t come in. You two are atheists.” 

“We don’t in,” 
“ 4 . hl 
we just want our mice back. 


want replied one, 

After they left a beautiful young 
woman called at the gate and asked: 
“Is my husband here? His name is 
Smith.” 

“Lady, we have a lot of Smiths 
here. You'll have to be more specific.” 

“His name is Joe Smith.” 

“We have lots of Joe Smiths, too. 
Can’t you narrow it down a bit?” 

“Well, he said that if I ever spent 
any of his money on other men, he'd 
turn over in his grave.” 

“Oh, you mean O! Pinwheel 
Smith.” 
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The first hectic sessions of Congress 
were beginning to take their toll on 
some of the older senators. One of 
them, dogtired after being in commit- 
tee all day, staggered into the Senate 
dining room and slumped into a chair. 


When the waiter handed him a 
menu, he pushed it back at the man 
and said, “Just bring me a good 
meal.” 


The good meal was served as di- 
rected and the senator gave a liberal 
tip. 

“Thank you, sir,” the waiter said, 
“and if you got any friends what can’t 
read either, just send them along to 


& 


“Catchin’ any?” the bystander asked 
the fisherman. 


” 
me. 


“Caught forty bass outa here yes- 
terday.” 

“Oh, you did, eh? By the way, do 
you know who I am?” 

“No,” 
say I do.” 

“Well, I’m the county fish and game 
warden.” 

The fisherman thought a moment, 
then said, “Say do you know who I 


said the fisherman, “can’t 


am?” 
“No,” said the officer. 
“Well, I’m the biggest liar in this 


county.” 





Government statisticians show con- 
cern over the fact that 25 per cent of 
American families live beyond their 
incomes. Look who’s talking. 

° 

August is the month when every- 
body in the office tries to make both 
week ends meet. 

° 

Everyone admires the fellow who 
doesn’t let grass grow under his feet 

unless he uses your lawn to prove it. 

. 

About the only thing people have 
trouble affording in our present econ- 
omy is the first of the month. 


° 

Science will never be able to make 
man’s life long enough for him to do 
all the things his wife wants him to 


do. i 


The popularity of the automatic 
dishwasher is due to the fact that 
most husbands would rather buy than 
be one. e 


The average man’s idea of a good 
sermon is one that goes over his head 


and hits a neighbor. 
° 


“The U.S. income tax—the biggest 
engine of taxation the world has ever 
seen—is in bad need of an overhaul. 
It is inadequate in meeting revenue 
needs, discourages economic growth, 
distorts business practices and invites 
avoidance.”—The Reader's Digest 

° 

“There are never enough eligible 
citizens taking part in political life 
until all eligible citizens take part.” 

Sen. Thruston Morton 





“No, little boy, 
I am not hiding 
your beach ball!” 
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Minnesota Title means 


IMMEDIATE ATTENTION* @ 


f 
i 
| 
: 
: 


+ 

Woaartever the request, it receives im- 
mediate attention the moment it is received 
in an office of Minnesota Title. Mortgage 
lenders throughout the nation expect this 
swift, consistent service; we see that they 
get it. 

We know from experience (a half-century 
of it) that your operations require close, effi- 
cient cooperation from your title company. 
Our title specialists are well equipped to ful- 
fill your qualifications. 

Have your nearby Minnesota Title rep- 
resentative demonstrate our “Immediate 
Attention” policy to you or write our 
Minneapolis office. 





Jme |nsurancz Comrany 


OF MINNESOTA 
400 Second Avenue South FEderal 8-8733 Minneapolis 1, Minnesota 


Capital, Surplus and Reserves in Excess of $4,500,000 


ARKANSAS FLORIDA GEORGIA KANSAS KENTUCKY LOUISIANA 

MINNESOTA MISSISSIPPI MISSOURI MONTANA NEBRASKA 

NORTH CAROLINA NORTH DAKOTA OHIO SOUTH CAROLINA 

SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA WISCONSIN 
WYOMING 








In 1861 this type ship played an important part in 
the early day commerce of our country. It was in 1861, 
too, that Kansas City Title Insurance Company had its 
beginning. Today, with the facilities, financial strength 
and experience of nearly 100 years it plays an important 
part in mortgage transactions all over the country. 





Title Insurance... 


For smooth sailing in mortgage 


A Kansas City Title Insurance Company policy helps you 
sail smoothly around the delays and inconvenience of title 
tie-ups. It gives you speedier and more profitable mortgage 
transfers. It gives your customers the pre-determined title 
security they demand. 


Embark now on a more attractive mortgage transfer pro- 
gram for your investors and yourself. Call in a Kansas City 
Title agent today. 


Kansas City file lnpany 


“a: ” Capital, Surplus and Reserves Exceed $5,500,000.00 
Since 1861 925 Woinut, Kansos City 6, Missouri 





transactions 


Branch Offices: 

Baltimore, Maryland, 210 North 
Calvert St.; Little Rock, Arkansas, 
214 Lovisiana St.; Nashville, Tenn., 
S.W. Cor. 3rd & Union St.; Jack- 
son, Miss., 206 Medical Bidg., 518 
E. Capitol St.; Denver, Colo., 407 
Columbine Bidg., 1845 Sherman St. 


Licensed in the following states: 
Alabama, Arkansas, Colorado, 
Delawcre, Florida, Georgia, Indi- 
ana, Kansas, Lovisiana, Maryland, 
Mississippi, Missouri, Montana, 
Nebraska, Nevada, N. Carolina, 
Ohio, S. Carolina, Tennessee, 
Texas, Utah, Virginia, Wisconsin, 
Wyoming, and the District of 
Columbia. 


Directory of Agencies furnished 
on request. 
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